The George Washington 


Law Review 


VOLUME 9 DECEMBER, 1940 NuMBER 2 


TABLE OF CONTENTS 


LEADING ARTICLES 


Early History of Stock Ownership by Corporations 
William Randall Compton 
Disposition of Cases by the United States Customs Court Pursuant to 
Stipulation Edwin G. Martin 
Trade Mark Registration and the Lanham Bill 
John F. Pearne and Francis W. Crotty 


EDITORIAL PAGE 


EDITORIAL NOTES 


Relief for Civilian Victims of Air Attack 

Speaking Motions Under New Federal Rule 12(b) (6) 

Picketing and Free Speech 

The Federal Water Power Act—Jurisdiction and Procedure 

Workmen’s Compensation Acts as Applied to Relief Workers 

Patentability of a New Use of an Old Material 

Recovery for Government Use of Patented Inventions 

Estoppel of a Licensee to Deny the Validity of His Licensor’s Patent in 
a Suit for Infringement for Acts Outside the Scope of the License ... 


RECENT CASES 


Criminal Law—Statutes—Use of Passports 

Labor Law—Constitutional Law—Power of a State to Proscribe and 
Limit Right to Picket 

Patents—Appeal and Error—Right of Winning Party to Appeal—Effect 
of Decree of Valid But Not Infringed 

Patents—Subject Matter for Patent Monopoly—Patentability of Uses 

Public Utilities—Jurisdiction of State Public Service Commission to 
Regulate Non-profit Electric Membership Corp 

Taxation—Administrative Law—Unconstitutionality of Tax Act Need 
Not Be Litigated at Administrative Hearing 

Trade Regulation—Price Fixing—Constitutional Law—Ticket Scalping 


BOOK REVIEWS 


Interference Law and Practice: by Charles W. Rivise and A. D. Caesar 

The Developments of Congressional Investigating Power: by M. Nelson 
McGeary 

State Law Index 1937-1938 

The Constitution of the United States at the End of One Hundred and 
Fifty Years: by Hugh Evander Willis 

New Federal Procedure and the Counts: by Alexander Holtzoff 


Copyright, 1940, by The George Washington University 


Tue Georce Wasuincton Law Review, published monthly, November through June _in- 
clusive. Publication office, Third and Reily Streets, Harrisburg, Pa. Executive office, 
The George Washington University, Washington, D. C. Subscription rate $4.50 per year; 
$1.00 per number. Foreign subscriptions, $5.00 per year. Entered as second-class matter 
November 21, 1932, at the Post Office at Harrisburg, Pa., under the Act of March 3, 1879. 


[i] 





ONLY ONE PLACE TO LOOK! 


Enjoy the convenience of lo- 
cating all Federal case law— 
from earliest times—on any 
given topic— 


The “Life-Time” 
FEDERAL 
DIGEST 


With 
Modern Pocket-Part Supplementation 


which offers 
you this outstanding advantage 


The Digest of All Federal Case Law 
UNDER ONE ALPHABETICAL ARRANGEMENT 


WEST PUBLISHING CO. ST. PAUL, MINN. 


[ii] 








The George Washington 
Law Review 


VoLuME 9 DECEMBER, 1940 NuMBER 2 


EARLY HISTORY OF STOCK OWNERSHIP 
BY CORPORATIONS 


WILLIAM RANDALL COMPTON 
Associate Professor of Law, George Washington University; Member of the 


ew York Bar 

The regulation of public utility holding companies by 
the Securities and Exchange Commission stimulates a 
justifiable curiosity concerning the origin and early his- 
tory of stock ownership by corporations. Study of devel- 
opment in a past era often has practical value in explain- 
ing present activities. 

The orthodox history of stock ownership by corpora- 
tions as usually described, begins with the passing by New 
Jersey in 1888, of a general statute conferring upon all 
corporations of that state the privilege of stock ownership 
in other corporations. Too often this has been hailed as 
the birthday of the modern holding company. It is to 
disprove this theory that a brief résumé of corporate his- 
tory prior to 1888, as it relates to stock ownership, is 
presented. 

Prior to 1800 the corporate form of organization was 
most common in the case of banks and insurance com- 
panies. By that date, there had been a definite turning 
from the carrying on of these businesses by unincorpo- 
rated individuals, to the corporate form, because of the 


1 Pustic Laws or NEw Jersey, c. 269, p. 385 (1888); also in Gen. Stat. of 
New Jersey (1709-1895), vol. 1, p. 983. 
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interest of the public in the greater control of both. An- 
other reason, which promoted similarity lay in the fact 
that both were dependent for capital upon a comparatively 
large number of investors and limitation of liability was 
necessary. Moreover, the insurance companies, them- 
selves, found in bank stock one medium for the invest- 
ment of the large amount of capital and funds in their 
Possession. 

The success of these two types of corporations, especial- 
ly the banks, tended to promote experiments with the 
corporate form in other fields. As these new corporations 
appeared, they followed the pattern of the banks and in- 
surance companies closely. Mr. Williston says of cor- 
porations before 1800 * that their most striking peculiarity 
lies in the fact that the “different kinds of corporations 
are treated without distinction and with few exceptions, 
as if the same rules were applicable to all alike.” 

This fact has a strong bearing on the later history of 
stock ownership by corporations. The privilege was 
found advantageous in both banks and insurance com- 
panies as a medium for the investment of surplus funds. 
Other types of corporations adopted this stock-owning 
attribute of banks and insurance companies as well as 
their other aspects. They wished to employ their surplus 
funds at an increment, following exactly the procedure 
of the banks and insurance companies. Then, having es- 
tablished their right of stock ownership for purely invest- 
ment purposes, they were able to see in this stock-holding 
privilege a means to further their own strength and posi- 
tion by so purchasing stock as to control at strategic points. 
In other words, from these early beginnings developed 
the “holding company” idea by steps of natural growth. 

The business organizations of the nineteenth century 
show a great increase in the use of the corporate form 
and concomitant with its spread appeared the provision 


2TII Serecrep Essays tn ANGLO-AMERICAN LEGAL History, History of the 
Law of Business Corporations Before 1800 by Samuel Williston (1909) p. 195. 
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many charters allowing stock ownership by the cor- 


poration. Beginning with the transportation companies— 
road, bridge, canal, steamboat, ferry, express and railroad 
—in every group one or more charters are found in 
which stock-holding privileges are specifically granted.’ 
There are more examples in the railroad field than in any 
other.* Often the charters of the incorporating companies 
state that their shares are to be open for subscription by 
other corporations.° 





3 


4 


a 


For examples see: 


Laws or ALABAMA, 1851-52, p. 286 (Wetumpka Bridge Company allowed 
to own stock in any work of internal improvement). 

Laws or DeLawake, 1875-77, p. 206 (Old Dominion Steamship Company 
allowed to own stock in any domestic or foreign corporation; charter limited 
to twenty years). 

Laws oF New Jersey, 1864, p. 619 (New Jersey and Pacific Steamship 
Company, allowed to own stock in any other corporation owning vessels). 

Laws or PENNSYLVANIA, 1870, p. 75 (A general act allowing canal com- 
panies to hold the stocks and bonds of any railroad). 


For examples see: 


Laws oF FLoripa, 1866, p. 54 (Pensacola and Mobile Railroad and Manu- 
facturing Company allowed to own stock in the Perdido Junction Railroad 
Company). 

Laws or GeorciA, 1886, p. 105 (The Georgia, Carolina and Northern 
Railway Company, allowed to own stocks and bonds in any railroad or 
transportation company that is not a competing line). 

Laws oF MaryLanp, 1876, c. 196 (The National Railroad Company of 
Maryland, given power to hold the stock of any company owning and 
operating steamships and steamboats where such steamships and steam- 
boats could be used wholly or in part in connection with the business of the 
railroad company). 

SpecraL Laws or MASSACHUSETTS, 1866-70, p. 1039 (Fitchburg Railroad, 
allowed to hold stock in the Caughnawaga Ship Canal Company, a Canadian 
corporation). 

Laws or NEw Jersey, 1861, p. 224 (The Camden and Atlantic Railroad 
was allowed to own stock in a ferry run in connection with its road). 

Laws OF PENNSYLVANIA, 1861, p. 410 (This was a general act allowing 
any railroad company to own stocks and bonds of any other railroads; 
however, there were certain restrictions). 

Laws or Ruope IsLanp, 1886, p. 110 (The Union Railroad was permitted 
to own stock in a street railway company with a limit of forty per cent of 
the total). 


For examples see: 


Laws or ALABAMA, 1865-66, p. 162 (Allowed stock of the Union Express 
Company to be owned by a railroad company, but not in an amount ex- 
ceeding two hundred dollars for every mile of railway owned by the 
railroad company). Charter amended, Laws or ALABAMA, 1865-66, p. 358 
(limited the total amount to be owned by a railroad to one-half of the total 
amount of express company’s stock). 

Laws or New Hampsuire, 1854-56, p. 1505 (Allowed any railroad or 
other corporation, if located along the line of the railroad company, to own 
stock in the Concord and White Mountains Telegraph Company). 

Laws oF NEw Jersey, 1864, p. 743 (Allowed the stock of the West 
Jersey Express Company to be owned by any railroad in the counties where 
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In the industrial field, holding of stock by manufac- 
turing companies is found to be almost as widespread as 
in the railroads. These corporations are allowed to own 
stock in manufacturing companies doing the same or un- 
related business,° and in canal and railroad companies," 
the better to insure transportation for their goods. Like- 
wise, the charters of other companies permit manufactur- 
ing companies to hold their stock.* 


it - business though a limit in amount of one-fourth of the stock was 
set). 
Laws or NEw York, 1872, p. 1970 (Any railroad whose line terminated 
in New York or the south line of Westchester County allowed to become a 
stockholder in the Metropolitan Transit Company). 

Appendix, Laws oF PENNSYLVANIA, 1866, p. 1491 (Subscription to the 
stock of the Warren Improvement and Railroad Company by coal, oil or 
railroad companies allowed). 


6 For examples see: 

Laws or New Jersey, 1872, p. 673 (Pequest Mining and Manufacturing 
Company). 

_— Laws or New Jersey, 1875, p. 148 (Rendrock Powder Com- 
pany). 

Laws or New York, 1871, vol. 1, p. 450 (Laflin and Rand Powder 
Company). 

Laws or New York, 1876, vol. 1, p. 334 (Amendment to the “Act au- 
thorizing the formation of corporations for manufacturing, mining, me- 


chanical and chemical purposes,” permitting stock ownership in certain 
other corporations). 


7 For example see: 


Laws or New Hampsurre, 1836-38, p. 367, 395 (Amoskeag Manufac- 
turing Company granted the right to subscribe for and hold stock of the 
Concord Railroad Company. By another special Act of the legislature, in 
the next year, the same company was allowed to own stock of the 
Amoskeag Canal Company and Amoskeag Bridge Company or any other 
canal near their mills. In the same Act the legislature confirmed purchases 
of stock which the Amoskeag Manufacturing Company already owned in 
the Hookset Manufacturing Company and the Concord Manufacturing 
Company). 


8 For examples see: 


Spectra, Laws or MAssacuHusetts, 1866-70, p. 431 (The charter of the 
Union Print Works permitted a corporation doing the same business in the 
same locality to own stock in a textile company up to one-fourth of the 
total shares authorized). 


Stock ownership by manufacturing companies was permitted by gas company 
charters in the following: 

Laws or Massacuusetrts, 1870, c. 224, §58 (General incorporation act 
for gas companies). 

Laws or New Hampsuire, 1848-50, p. 1011 (Portsmouth Gas Light 
Company). 

Ibid, p. 1012 (Concord Gas Light Company). 

Ibid, p. 1013 (Dover Gas Light Company). 

Ibid, p. 1015 (Nashua Gas Light Company). 

Ibid, p. 1016 (Great Falls Gas Light Company). 

Laws or New Hampsuire, 1853, p. 1397 (Meredeth Bridge and Lake 
Village Gas Light Company). 
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Again, in the public utility field, there are examples 
of stock ownership by gas and electric companies,’ and 
by telephone and telegraph companies,” in the typical 
holding company form, through the ownership of stock 
in related, as well as unrelated companies. 

In addition to the companies previously mentioned, 
two corporation charters deserve special attention. The 
Southern Pacific Company” is conspicuous for the broad 
powers granted under its charter. The functions which 
this corporation was allowed to perform were extremely 
diverse and could be interpreted to embrace almost any 
line of business in its particular fields. This company was 
empowered to do any business in connection with rail- 
roads, telegraphs, telephones, steamboats and ferries. 
This included the power to own them or aid in their con- 
struction and repair. And not only could it carry on any 
kind of business in these fields, but practically every 
means could be employed, including stock ownership. 

The second company to be noted is the Carroll Com- 
pany, organized for mining or manufacturing purposes. 
One provision of its charter is quoted at length: 


Said corporation may purchase real estate, mines and other 
property, and pay therefor in the stock of said corporation, and 
whenever said corporation shall become possessed of more than 
one mine, property or estate, said corporation may, if they so 
elect, make a distinct concern of each, and organize the same 
under a suitable designation: Provided there shall not be or- 


Laws oF New Hampsuire, 1854-56, p. 1480 (Claremont Gas Light 
Company). 
Laws or New Hampsuire, 1860-62, p. 2316 (Claremont Gas Light Com- 


pany). E : 
Ibid, p. 2348 (Taconia Gas Light Company). 
® For examples see: 
Laws or NEw Jersey, 1838, p. 177 (Trenton Gas and Insurance Com- 


pany). 
SpectaL Laws or Connecticut, 1881-84, p. 205 (Norwich Electric Light 
Company). 
Ibid, p. 209 (New Haven Electric Light Company). 
Ibid, p. 212 (Hartford Electric Light Company). 
Ibid, p. 199 (Stamford Electric Light Company). 
10 For example see: 
SpectaL Laws oF MASSACHUSETTS, 1876-81, p. 512; 1883, c. 200; 1886, 
c. 326 (American Bell Telephone Company). 
11 SpecraL Laws or Connecticut, 1881-84, p. 1000. 
12 Laws or New Hampsuire, 1853, p. 1403. 
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ganized in that company more than four distinct interests, being 
in such case, one for each mineral or mineral substance mined, 
worked or manufactured, which shall constitute one corporate 
body only under the provisions of this Act. 
These provisions are somewhat ambiguous but seem to 
admit of the following interpretation. The Carroll Com- 
pany is allowed to organize separate companies, one to 
represent each of its separate interests in mining or manu- 
facturing. This looks like a modern device for corporate 
management, namely, the use of a subsidiary concern to 
take care of each separate phase of the parent company’s 
business. While no mention of stock is made directly, the 
charter by its phraseology indicates that such organization 
would be by the corporation, and the stock of the new cor- 
poration formed would be likely to be held by the Carroll 
Company, rather than in the names of the stockholders of 
the Carroll Company. Therefore, this would seem to 
mark the earliest appearance of the idea of a specially or- 
ganized subsidiary corporation. 

Stock ownership was practiced, also, under the well 
known omnibus charters passed by the Pennsylvania legis- 
lature from 1868 to 1872. These charters have been dis- 
cussed so often that they require no repetition here.” 

In this early period, the problem of stock ownership 
by corporations became one for judicial interpretation as 
well as legislative enactment. The general attitude of the 
courts was unfavorable to such ownership in the absence 
of express authority from the state. There was an unwill- 
ingness to allow a broadening of the express terms of the 
charter by a claim that additional powers were implied. 
The old idea of the supremacy of the state was so firmly 
entrenched that there was fear of any potential power to 

13 See BoNBRIGHT AND MEANS, THE Hotpinc Company, pp. 59-60 (1932) for 
a list of such companies. The following have been omitted from this list: 

1871 Deer Lodge Improvement Company 
Inland Navigation Company 
International Navigation Company 
Lake Navigation Company 
Improvement and Codperative Company of Philadelphia 


Hemlock Improvement Company 
Chartiers Improvement Company 
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be assumed by a creation of the state, viz., the corpora- 
tion. The frequent reiteration that if a corporation, char- 
tered for one purpose, were granted stock-owning privi- 
leges, it would soon be carrying on a business entirely 
foreign to its charter rights, is proof of this. The state was 
very jealous of its power. Other reasons alleged against 
stock ownership were: (1) too great risk for the stock- 
holders of the purchasing corporation; (2) against pub- 
lic policy generally; (3) not fair to the owned company; 
(4) contrary to charter, which was subject to strict con- 
struction. 

In general, from the point of view of the courts, the 
nineteenth century is important in that it brings this prob- 
lem before judicial attention for the first time. The series 
of decisions gives the reader a fairly complete picture of 
the general course of corporate development with par- 
ticular regard to the special phase of stock ownership.” 

With few exceptions, all companies having these 
powers of stock ownershp secured these rights by special 
charter. Gradually, especially after 1850, general incor- 
poration laws in all the states began to take the place of 
charters by special act of the legislature, and in many 
states constitutional amendments prevented the legisla- 
tures from granting such charters, had they wished. 
These general incorporation laws were less liberal than 
the former charters, and stock ownership was always lim- 
ited to certain specific classes of corporations, e. g., rail- 

14 The following cases deal with this topic: Sumner v. Marcy, 23 Fed. Cas. 
384, No. 13,609 (Maine 1847); Mechanics’ and Workmen’s Mutual Savings 
Bank and Building Association of New Haven v. The Meridan Agency Com- 
pany, 24 Conn. 159 (1855); Central Railroad Company v. Collins, 40 Ga. 583 
(1869); Hill v. Nisbet, 100 Ind. 341 (1884); Lithgow Mfg. Company v. 
Fitch, 5 Ky. Law Rep. 605 (1884); Franklin Company v. Lewiston Institu- 
tion for Savings, 68 Me. 43 (1877); Booth v. Robinson, 55 Md. 419 (1881); 
Howe v. Boston Carpet Company, 82 Mass. 493 (1860); Elkins v. Camden 
and Atlantic Railroad Company, 36 N. J. Eq. 5 (1882); Milbank agt. N. Y., 
Lake Erie and Western Railroad Company, 64 How. Pr. 20 (N. Y. 1882); 
Wehrhane v. Nashville, Chattanooga and St. Louis Railroad Company, 4 N. Y. 
541 (1886); Berry v. Yates, 24 Barb. 199 (N. Y. 1857); Franklin Bank v. 
Commercial Bank, 36 Ohio St. 350 (1881); McMillan v. Carson Hill Mining 
Co., 12 Phil. Rep. 404 (1878); Hodges v. New England Screw Company, 3 


R. I. 9 (1853) (an example of an integrated corporation by means of stock 
ownership) ; Solomon v. Lang, 14th London Jurist (December 1840). 
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roads or telegraph companies. However, by special 
amendment (upon which there was no limitation)** the 
legislature continued to give rights of stock ownership to 
specific companies, formerly incorporated. Throughout 
the country, the growing importance and power of cor- 
porations intensified the fear of them, which dated from 
their inception. Some states, in an effort to crush this 
power, placed prohibitions upon stock ownership, cutting 
off, as it were, some of the tentacles of this grasping 
creature, the corporation. But even among the states that 
made this move, some continued to grant such privileges 
in special instances. 

The demand for the privilege of stock ownership, how- 
ever, increased and it is not surprising that one state came 
to realize the advantages to accrue from a general incor- 
poration law, making the privilege of stock ownership 
uniform and applicable to all without favor. The surprise 
does not lie in the fact that it happened, but in the fact 
that it did not happen sooner. That New Jersey was the 
state to enact this provision is no surprise, for this state 
was always eager to attract capital by its liberal policy to- 
ward corporations. But it might as easily have been one 
of a number of states, the history and background of 
which, from the corporate standpoint, exhibit few points 
of difference. The New Jersey statute was the natural 
climax of years of corporate growth in the United States. 


15 Court decisions are not unanimous on this point however. See I Ciark 
AND MARSHALL, Private Corporations (1902) p. 108. 








DISPOSITION OF CASES BY THE UNITED 
STATES CUSTOMS COURT PURSUANT 
TO STIPULATION 


EDWIN G. MARTIN 
General Counsel, United States Tariff Commission 


A large percentage of the cases submitted to the United 
States Customs Court are disposed of pursuant to stipu- 
lation of the parties. The Customs Court ordinarily ac- 
cepts stipulations without question, but on occasion a stip- 
ulation may be rejected by the court sua sponte on the 
ground that the parties have undertaken to stipulate the 
law and thereby curtail the “freedom of judicial action.” 


In a decision rendered September 11, 1940, Marshall 
Field & Co. v. United States,’ the Customs Court stated 
the case as follows: 


This is an action against the United States in which the plain- 
tiffs seek to recover money claimed to have been collected and 
paid as customs duties in excess of the amount due upon an im- 
portation of merchandise from China. The only question in- 
volved is the rate at which the currency of the invoice should be 
converted into United States dollars under section 522 of the 
Tariff Act of 1930. The case has been submitted upon the fol- 
lowing stipulation : 

IT IS STIPULATED by and between counsel, subject to 
the approval of the Court, that the lawful rate of exchange 
which should have been issued in the conversion of the cur- 
rency to United States currency was 1.20 Swatow local paper 
currency to 1 Yuan (Chinese national currency); and that 
the Yuan dollar (Chinese national currency) should have been 
converted at the certified rate on the date of exportation. 


[Italics added. ] 
The court, with one of the three judges dissenting, re- 
jected the stipulation as “an attempt to stipulate the law, 
thereby circumscribing the freedom of the court, counsel 
having agreed on the ‘lawful rate of exchange,’ ” and held 
that “Such a stipulation is not binding upon the court.” 
The importer’s protest was accordingly overruled, and, 


1C. D. 376, 76 T. D. 16 (Sept. 26, 1940). 
[ 133 ] 
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notwithstanding the government had in effect admitted 
that excessive duties had been collected, the importer was 
denied recovery. 

The one dissenting judge in this case maintained that 
the stipulation was one of fact and binding on the court, 
and that since the collector of customs countersigned the 
stipulation “it is obvious that he admits that there was an 
error in liquidation due to an erroneous conversion of the 
currency of the invoice. “hag 

For the benefit of those unfamiliar with customs juris- 
prudence, it may be well to explain just what the Mar- 
shall Field case is all about. Briefly, when an importer 
enters his goods for consumption, the collector estimates 
the duty due the government on the goods. The importer 
promptly pays the estimated duty, whether or not he 
agrees to the amount demanded, since payment by him is 
a condition precedent to obtaining delivery of the goods. 
Thereafter the collector “liquidates” the entry, that is, he 
makes a final computation, and if the importer has not 
paid enough, he demands the difference, or, if the im- 
porter has paid too much, he refunds the difference. If 
the importer thinks the amount assessed on liquidation is 
too much, he “protests” the collector’s decision, i. e., he 
files a protest with the collector complaining of the exces- 
sive assessment, and points out the alleged error. In the 
Marshall Field case, the alleged error was that the col- 
lector had converted the currency of the invoice, stated in 
terms of Chinese currencies, by using an incorrect rate of 
exchange, whereby the importer paid a greater amount of 
duty than was due the government.” 

Under the law® the collector has 90 days after receipt 
of the importer’s protest to review his decision. If upon 
review he finds the importer’s protest is well taken, he 


2 When duties are dependent on the foreign value of goods (e. g., 20 per centum 
ad valorem), it is necessary to convert the foreign currency value of the goods 
to United States dollars before computing the duty that must be collected in 
United States money. 


8 46 Stat. 734 (1930), 19 U. S. C. § 1515 (1934). 
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may modify his decision and refund the excessive duty 
collected. If he affirms his original decision, or if the 
importer is not satisfied with the modification and pro- 
tests it, the protest and accompanying papers are imme- 
diately transmitted to the United States Court for “due 
assignment and determination.’’* 

It may readily be seen that if a collector reviews his de- 
cision and agrees with the importer as to the amount of 
duties legally collectible, the proceedings are terminated. 
He simply “reliquidates” the entry, corrects his error, 
refunds the excess duty, and the importer does not have 
to go to the expense of litigation in the Customs Court. 
It occasionally happens, however, that the collector, 
either through oversight or because of the many protests 
filed at his port, fails to take any action at all on the pro- 
test. In such a case, unless the importer is able to obtain 
relief through the Commissioner of Customs or the Secre- 
tary of the Treasury, it is only pursuant to a final decision 
of the court that the importer can recover any duties col- 
lected in excess of those due the government. The case 
may go through the United States Customs Court, then by 
appeal to the Court of Customs and Patent Appeals, and 
by certiorari to the Supreme Court.’ 

Prior to 1922, review by the collector of his decision 
was not required by statute, but as early as August 23, 
1881, when appeal from the collector’s decision was to 
the Secretary of the Treasury, collectors were instructed 
by the Secretary to review protests without submitting 
the cases to the Department and to reliquidate entries un- 
der protest “if it be found that the parties are entitled to 
the relief claimed therein.”* ‘This administrative prac- 
tice was continued after the establishment in 1890 of the 
Board of General Appraisers (now the United States 
Customs Court). Thus, Article 931 of the Customs Reg- 


4 Art. 854, Customs Regulations (1937). 


546 Stat. 734 Daa 19 U. S. C. $1515 (1934); 46 Stat. 762 (1930), 19 
U. S. C. § 308 (1934). 


8 Syn. 4972, Synopsis of Decisions, Treasury Department. 
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ulations of 1892 required the collector to review his de- 
cision before transmitting the protest to the Board of 
General Appraisers and “if satisfied that the claim of the 
importer is a valid one” to reliquidate the entry in ac- 
cordance with the claim. Subsequent regulations con- 
tained similar provisions." 

Review by the collector of decisions under protest pre- 
liminary to the vesting of jurisdiction in the court was 
made a statutory requirement in the Tariff Act of 1922, 
upon the recommendation of the United States Tariff 
Commission, in its report “Upon the Revision of the Cus- 
toms Administrative Laws,” submitted to the Committee 
on Ways and Means of the House of Representatives, 
August 26, 1918. On pages 19 and 20 of that report, the 
Commission stated that the adoption of its proposal would 
“terminate the controversy in every case in which he [the 
collector] shall reverse his first finding and sustain the 
importer’s claim.” 

It is thus apparent that historically, either by adminis- 
trative regulation or by statute, /itigation of differences 
between collectors of customs and importers was sought 
to be avoided if possible. That is, it was understood that 
collectors might make errors in liquidating customs en- 
tries. An importer’s protest is “a notice to the collector 
of alleged errors in his classification or assessment so that 
he may correct his decision in conformity with the pro- 
test should he be so minded.”*® 

The collector sometimes fails to review his protested 
decision because of the great number of protests filed at 
his port, because of an oversight, or because necessary in- 
formation is not available to him, and therefore does not 
recognize his error until after the protest is forwarded to 
the court. Many cases are reported wherein the collec- 
tor frankly admits that the protest is well taken but is un- 


7 Art. 1463, Customs Regulations (1899); Art. 1072, Customs Regulations 
(1908) ; Art. 648, Customs Regulations (1915). 


8 United States v. Straus & Sons, 5 Ct. Cust. App. 147, 149 (1914). 








CUSTOMS COURT AND STIPULATIONS 137 


able to reliquidate the entry because jurisdiction has vested 
in the court. Typical instances are Smith & Nichols, 
Inc. v. United States’ and Bonwit Teller & Co. v. 
United States. In such cases, the importer, because of 
the failure of the collector to correct his admittedly erro- 
neous action, is subjected to the expense and delay of liti- 
gation. 

If, after the protest has gone to the court for “assign- 
ment and determination,” the collector has seen his error 
and advises the court to that effect, and he and the im- 
porter thereby stipulate an agreement, why should the 
court reject that agreed stipulation on the ground that it 
is a stipulation of law rather than of fact? The collector, 
if he had seen his error in time, could have “terminated 
the controversy” without the necessity of action by the 
court. But because the collector failed to correct his mis- 
take in the Marshall Field case," the importer was made 
to suffer by the court’s insistence on litigation of a subject 
no longer in controversy. ‘The administrative branch of 
the government is also adversely affected by this position 
of the court, since it is obliged to attend to a lawsuit which 
it has no interest in opposing. 

The Honorable George Stewart Brown, Judge of the 
United States Customs Court, in an article printed in the 
Congressional Record,” introduced his discussion of “The 
United States Customs Court” as follows: 

The United States Customs Court was created to hear and de- 
cide controversies arising between the government and the citi- 
zens who import foreign merchandise. 

Judge Brown might well have cited the case of Ex Parte 
Bakelite Corporation, wherein the Supreme Court 
pointed out that “The full province of the court [Court 
of Customs Appeals] under the Act creating it is that of 

#19 C.C. P. A. 16 (1930). 
1019 C.C. P. A. 238 (1931). 
11 Supra note 1. 


12 82 Cong. Rec. 411 (1937). 
13 279 U. S. 438, 458, 49 Sup. Ct. 411, 73 L. ed. 789 (1929). 
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determining matters arising between the government and 
others in the executive administration and application of 
the customs laws.” [Italics added. ] 
The Supreme Court, in Marye v. Parsons, stated: 
But no court sits to determine questions of law in thesi. There 
must be a litigation upon actual transactions between real par- 
ties, growing out of a controversy affecting legal or equitable 
rights as to person or property. 
Remarking on the foregoing quotation from the Marye v. 
Parsons case, the District Court for the Southern District 
of California stated in Bettis v. Patterson-Ballagh Corpo- 
ration,” “This is equivalent to saying that, as a rule, the 
judicial function is the determination of controversies be- 
tween parties. .” And in Johnson Company v. 


Wharton,” the Supreme Court pointed out that the object 
in establishing judicial tribunals generally “is that con- 
troversies between parties, which may be the subject of 
litigation, shall be finally determined.” 

If the purpose of a court, including a customs court, is 


to determine controversies between parties, it would seem 
that a matter not in controversy, but upon which the par- 
ties are in agreement, is not one for “determination” by 
the court. It is well recognized that only upon a ques- 
tion in dispute can a court make a final decision. There 
must be some issue for determination, a fact or conclusion 
of law maintained by one party and controverted by the 
other. So, if the sole issue in a case is the proper currency 
conversion rate, and the parties agree on the rate, what 
call is there for the exercise of the judicial function of 
determination? The court’s function would appear to be 
merely the ministerial act of clearing the docket in ac- 
cordance with the agreement of the parties. 

But the court insists that in agreeing on a rate the par- 
ties have “circumscribed the freedom of the court.” This 
discussion is not concerned with the exclusive province of 

14114 U. S. 325, 330, 5 Sup. Ct. 932, 29 L. ed. 205 (1885). 


1516 F. Supp. 455, 462 (S. D. Cal. 1936). 
16152 U. S. 252, 257, 14 Sup. Ct. 608, 38 L. ed. 429 (1894). 
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the court to determine what the law is when an actual con- 
troversy pending before the court requires such determi- 
nation, but where the controversy has been liquidated by 
an agreement made in good faith, the court has nothing 
to determine; in other words, there is no subject for ju- 
dicial determination in which the court’s “freedom” must 
be unimpaired. 

What would “circumscribe the freedom of the court” 
more than a consent judgment? And yet consent judg- 
ments in customs cases are perfectly valid. In the leading 
customs case of United States v. Zucca © Co.," the Court 
of Customs Appeals held that a stipulation that a protest 
be sustained in part and overruled in part was valid and 
binding upon the Board of General Appraisers (now the 
United States Customs Court). The court rested its de- 
cision on the general rule that an attorney may confess 
judgment or consent to a decree against his client, or com- 
promise, where there is no apparent imposition, unfair- 
ness, or dishonesty. In rejecting the stipulation the Board 
had stated : 


It will be observed that this is not a stipulation of facts but an 
agreement between counsel who join in direction to this board as 
to how this case should be decided. 

But the appellate court was unmoved by the Board’s com- 
plaint, and firmly upheld the validity and binding effect 
of the stipulation. Was this not indeed circumscribing 
the freedom of the court? The parties had brought their 
controversy to the court, and then agreed between them- 
selves on how the court should decide the case! What of 
the questions of law involved in the case—and the ques- 
tions of fact! There were none for the court to decide, be- 
cause the parties themselves had settled those questions. 
But directing the court on how the case should be de- 
cided is not all the parties in a case cando. By their joint 
action they can have a court’s judgment reversed by the 
simple expedient of stipulating such action to the appel- 


1711 Ct. Cust. App. 167 (1921). 
2 
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late tribunal! In the case of Kee Co. et al. v. United 
States,* the Court of Customs Appeals had this to say: 


Ordinarily, when counsel for all the parties to an appeal enter 
into a stipulation, . . . and formally present it to this court for 
reversal or affirmance of a judgment of the trial court, such stip- 
ulation is accepted by this court and judgment of reversal or 
affirmance, as the case may be, is accordingly entered. 

For a case where this was done, see McEvoy v. United 
States, and see also Arbuckle v. Quigley.” 

Obviously, the theory of consent judgments is that there 
is no longer a controversy between the parties to the suit. 
There being no controversy, there is nothing for the court 
to decide. 

Had the Customs Court been created for the purpose 
of supervising the activities of officials in their adminis- 
tration of the customs laws, it might reasonably be said 
that the court should not permit an official to determine 
for himself what is and what is not lawful. But that is 
not the function of the Customs Court. It cannot of its 
own volition challenge the legal propriety of official ac- 
tion. The court is an arbiter, not a monitor. 

That the Customs Court should deny the importer his 
just claim against the government on the basis of a dis- 
tinction between a stipulation of law and a stipulation of 
fact, seems incongruous, considering the observation of 
the Court of Customs and Patent Appeals in a customs 
case entitled Jose A. Montemayor E. Hijos v. United 
States,” that: 

‘ . The same refinements of reasoning and technical rules 
cannot be indulged in customs litigation . . . that obtain in 
general litigation under the various federal circuits and of the 
Supreme Court. The rules of the United States Customs Court 
and of this court allow more liberality in order that the purpose 
of the creation of these courts may be accomplished, namely, a 


speedy litigation of contested matters between the government 
and the taxpayer, with a minimum of technical requirements. 


[Italics added. } 


18 13 Ct. Cust. App. 105 (1925). 

1917 C. C. P. A. 454 (1930). 

20 131 U. S. 428, 9 Sup. Ct. 795, 33 L. ed. 213 (1889). 
2124 C.C. P. A. 7 (1936). 
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While the foregoing quotation from the Court of Cus- 
toms and Patent Appeals indicates that the customs courts 
are more liberal in the nontechnical disposition of cases 
than are the federal courts of general jurisdiction, it is 
apparent that at the present time the former have lagged 
far behind the latter. A brief reference to rules 16 and 
68 of the Rules of Civil Procedure promulgated by the 
Supreme Court shows a decided trend in the courts of 
general jurisdiction to eliminate by informal processes as 
many questions as possible. Both the pretrial procedure 
and the rule regarding “offer of judgment” show that the 
Supreme Court is not averse to the settlement by the inter- 
ested parties of cases which have been brought into litiga- 
tion. In fact, the rules clearly indicate an encouragement 
of such informal settlement. By its insistence on reserv- 
ing to itself the exclusive right to determine “questions of 
law” in uncontested cases, the Customs Court is tending 
to go in the opposite direction. 


In conclusion, it would appear that the protest in the 
Marshall Field case, and others of like nature, could be 
sustained, whether or not the collector’s admission of error 
is in the form of a stipulation of law or of fact, and that 
such a holding would be compatible with the ends of 
justice and with the “freedom of the court.” 
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For a little over a decade, appellate jurisdiction over 
Patent Office trade mark decisions has been vested in the 
Court of Customs and Patent Appeals, which has had oc- 
casion to interpret numerous provisions of the trade mark 
statutes during that period. Though adhering closely to 
precedent on most subjects, this court has fomulated a 
number of new rules and crystallized many others that 
had never been settled by judicial decisions. In view of 
the pendency in Congress of the Lanham Bill,’ which pro- 
poses a complete revision of the present trade mark stat- 
utes, much of the law of trade marks may soon undergo 
still further change. The purpose of this article is to 
review the present state of that part of the trade mark law 
administered by the Patent Office and the Court of Cus- 
toms and Patent Appeals and to consider the changes 
which may be effected should the Lanham Bill be enacted 
into law. 

The following discussion is based principally upon a 
study of all the decisions of the Court of Customs and 
Patent Appeals and the Commissioner of Patents during 
the years 1935 through 1939, and on a study of the Lan- 
ham Bill and the hearings on this bill before the Commit- 
tee on Patents, Subcommittee on Trade-Marks, House of 
Representatives.’ The scope of the article has been largely 

* The authors desire to acknowledge the helpful assistance and criticism of 
Professor S. Chesterfield Oppenheim, of The George Washington University 
Law School, and the Hon. Justin W. Macklin, former First Assistant Com- 
missioner of Patents (1936-1940). 

1H. R. 6618 (originally H. R. 4744). 


2 See, HEARINGS BEFORE THE COMMITTEE ON PATENTS, SUBCOMMITTEE ON 
TRADE-Marks, House OF REPRESENTATIVES, SEVENTY-SIXTH CONGRESS, FIRST 
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limited to substantive matters, as distinguished from mat- 
ters involving only questions of procedure in the Patent 
Office. Since numerous phases of the general subject sel- 
dom, if ever, come before either the Commissioner or the 
Court of Customs and Patent Appeals, the decisions 
studied have afforded adequate material for a discussion 
of only those types of questions most frequently raised on 
appeal to these two tribunals, and the subject matter cov- 
ered heren is also limited by that circumstance. 


WHat Is A REGISTRABLE TRADE MARK? 


Both the Act of 1905 and the Act of 1920 authorize the 
registration only of trade marks.’ However, it is difficult 
to find in either of those Acts any clear definition of a 
trade mark, other than the negative definitions implicit 
in the specifically enumerated bars to registration. The 
decisions of the Commissioner of Patents and the courts 
are also unsatisfactory sources from which to obtain a 
definition of a trade mark, for they, too, generally contain 
only negative statements of what is not a trade mark. 
While certain positive requirements of a trade mark are 
set forth in the statute, satisfaction of these requirements 
is not a guarantee of registrability, and it is necessary to 
rely to a large extent on a familiarity with the various 
characteristics that render marks objectionable for regis- 
tration in addition to those specifically enumerated in 
the statute. 


Mark Must Indicate Origin 


A principle that may be found running through the 
decisions of the Commissioner and the Court of Customs 
and Patent Appeals with reasonable consistency is that a 
registrable trade mark must serve to indicate personal 


Session, on H. R. 4744. References hereinafter to portions of this record will 
be made by citing the publication as “HEARINGS.” 


’ The provision in § 1 of both Acts permitting registration of collective marks, 
and the ten year proviso in §5 of the Act of 1905, may be considered exceptions 
to this statement. 
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origin.‘ This does not mean, however, that the mark must 
identify the trade mark owner as a natural or legal per- 
son. The concern of the public is that goods bearing a 
particular brand shall emanate from the same source as 
other similar goods of the same brand with which it is 
already familiar. Following this theory, the Commis- 
sioner granted registration of “Monogram” for brushes 
manufactured by the applicant for sale under the names 
of various independent retail dealers, though there was 
no identification of the applicant in the mark.” 

If a mark merely indicates that the product with which 
it is associated conforms to a certain standard of quality 
(grade mark) it will not ordinarily satisfy the require- 
ment that a registrable mark must indicate origin.” A 
mark also fails to meet this requirement if it merely indi- 
cates that the product is of a certain composition or 
comprises a certain ingredient,’ or that the product has 
been approved by some organization (certification 
mark),° or that a particular service has been performed 


upon the product or the product has been made by a par- 
ticular process.° The objections to marks of this character 
are closely related to the statutory provision in the Act of 
1905 that a mark registrable thereunder must not be mere- 
ly descriptive of the goods with which it is associated, but 
such marks would not be registrable even in the absence 


4While there is a substantial body of opinion that trade marks should be 
treated as being capable of independent existence and should be freely assignable 
separately from the good will of any business, this idea has never been ac- 
cepted by the Patent Office or Court of Customs and Patent Appeals, both of 
which insist that a registrable trade mark must be identifiable with a particular 
business. See action on ASSIGNMENTS, infra. 

5 Pro-Phy-Lac-Tic Brush Co. v. Lawson, 32 U. S. P. Q. 262 (1937); see, 
also, Ex parte Barnhard Ulmann Co., Inc., 36 U. S. P. Q. 271 (1938). 

6 Ex parte Sidney Blumenthal & Co., 27 U. S. P. Q. 84 (1935) ; Coshocton 
Glove _ v. Buckeye Glove Co., 34 U. S. P. Q. 64, 90 F. (2d) 660 (C. C. P. 
A. 1937). 

7 General Baking Co. v. Commander-Larabee Corp., 29 U. S. P. Q. 28, 82 F. 
(2d) 427 (C. C. P. A. 1936); Ex parte Pepsodent Co., 36 U. S. P. Q. 75 
(1935). 

8 Chicago Mail Order Co. v. H. Bomze and Bros., 41 U. S. P. Q. 553 
(1939); Ex parte Retail Clerks International Protective Association, 39 
U. S. P. Q. 452 (1938). 

® Ex parte Relief Printing Corp., 25 U. S. P. Q. 147 (1935). 
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of that provision because they do not indicate source or 
origin. Thus, even in the case of applications for regis- 
tration under the Act of 1920, which does not make de- 
scriptiveness a bar, the same considerations have been 
relied upon in refusing registration. For example, an 
attempt to register “Certified Prints” under the Act of 
1920 failed because the mark was deemed to be incapable 
of denoting origin.” Registration under the Act of 1920 
of “Geared Electric” for turret lathes operated by an 
electric motor drive through gears was refused for the 
same reason.” 


Use of Color as a Trade Mark 


It has frequently been held that a mark is not regis- 
trable if color alone is its distinguishing characteristic.” 
Color may, however, be so used as to constitute a valid 


10 Ex parte Taylor, 30 U. S. P. Q. 211 (1936). 


11 Ex parte Bardons & Oliver, Inc., 42 U. S. P. Q. 632 (1939). In this case 
the Commissioner said: “Descriptiveness is no bar to registration of a mark 
under the 1920 Act, provided only that such mark functions also as a trade 
mark. It is my opinion that the mark here sought to be registered does not so 
function. Any electrically operated turret lathe that is geared is manifestly 
a geared electric turret lathe regardless of its source of origin, and the peti- 
tioner’s mark merely informs the purchaser that the lathe to which it is afhxed 
is of that type.” Other marks which have been refused registration on the same 
reasoning are: “Aircraft Control” ~, aircraft indicating instruments, Ex parte 
Pioneer Instrument Co., Inc., 42 U. P. Q. 530 (1939); “All Rubber Sep- 
arators” for electric storage woe ‘Ex parte Firestone Battery Co., 39 U. 
S. P. Q. 322 (1938); “Constant Weight Feeders” for feeding and conveying 
machines, Ex parte Hardinge Co., Inc., 37 U. S. P. Q. 754 (1938): “Six 
Shooter” for toy pistols, Ex parte Kilgore Mfg. Co., 35 U. S. P. Q. 392 
(1937); “Boiler Meter” for a device adapted to indicate the rate of flow of 
liquids in a power apparatus, Ex parte Bailey Meter Co., 36 U. S. P. Q. 294 
(1938); and “Relief Process” by letterheads printed in relief, Ex parte 
Relief Process Printing Corp., 25 U. S. P. Q. 147 (1935); cf. Ex parte 
Dixie Rose Nursery, 45 U. S. P. 4 673 (1940), in which “Texas Centennial” 
was held to constitute the name of a variety of rose plant rather than a trade 
mark therefor. 

Other types of marks which have been held to be unregistrable because they 
lack trade mark significance in failing to indicate origin are exemplified by the 
mark “Penny” for a package of five razor blades selling for five cents, Ex 
parte Kraus, 38 U. S. P. Q. 148 (1938); the mark “I E N” for a magazine 
entitled “Industrial Equipment News,” the letters sought to be registered being 
used only in the body of the magazine in association with various numbers to 
identify articles of manufacture, Ex parte Thomas Publishing Co., 33 U. S. 
P. Q. 621 (1937); and “Lubri-Kate” for cartoons accompanied by a verse, 
with “Lubri-Kate” at the end of the verse, the whole being printed on blotters 
distributed as advertisements by the applicant, Ex parte Ohio Grease Co., 37 
U. S. P. Q. 415 (1938). 

12 A. Leschen & Sons Rope Co. v. American Steel and Wire Co., 12 U. S. 
P. Q. 272, 55 F. (2d) 455 (C. C. P. A. 1932); In re Canada Dry Ginger Ale, 
Inc., 32 U. S. P. Q. 49, 86 F. (2d) 830 (C. C. P. A. 1936). 
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registrable trade mark. In Ex parte Dayton Veneer & 
Lumber Mills, the Commissioner stated that mass color 
is not subject to exclusive appropriation, but that where 
a party adopts a distinctive, colored symbol, such as a 
crescent, star, cross, or the like, its use may be protected 
by registration. ‘The selection of the symbol must be 
arbitrary and fanciful and not controlled by physical 
characteristics that are commonly present in the goods in 
question, as by coloring a distinct part of the goods. Thus, 
in Ex parte Security Engineering Co., Inc.,* the Com- 
missioner affirmed the examiner’s refusal to register a 
mark for a reamer which merely involved painting the 
reamer shaft blue and the reaming element aluminum. 
The applicant referred to its mark as “an aluminum band 
surrounding a blue reamer” and pointed to various band 
marks that had been published for registration. The Com- 
missioner said: 

All applicant has done is to color one element of its goods 


blue and another aluminum, and I agree with the examiner that 
such use of color is without trade mark significance. 


In Ex parte American Pad and Textile Co.,” registration 
of a red hook or hooks as attached to part of a horse collar 
pad was refused because the alleged trade mark consisted 
merely in the use of color not connected with any symbol 
or design. Also, where an applicant sought to register a 
trade mark for nipples, the mark consisting of only a 
pink band extending over practically the entire width of 
the collar of the nipple, which was a substantial portion 
of the entire nipple, registration was refused.** Even 


1827 U. S. P. Q. 113 (1935). 
1441 U. S. P. Q. 792 (1939). 


15 43 U. S. P. Q. 225 (1939). In refusing registration of the mark involved 
in this case the Commissioner said: “It seems clear to me that all manufactur- 
ers of collar pads should have the right to color their pad hooks in any color 
they may choose, and that no dealer is entitled to appropriate any particular 
color for that purpose under the guise of a trade mark.” 

16 Julius Schmid, Inc. v. Beck, 27 U. S. P. Q. 422 (1935), citing Weil- 
McClain Co. v. American Radiator Co., 6 U. S. P. Q. 89 (1939), in which the 
Commissioner said: “It is common enough to permit registration of a mark 
on goods comprising a relatively narrow strip, ring, or band of a definite color, 
but as the band is widened it may reach such an extent as to become merely a 
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where the coloring is used in a fanciful manner, it is not 
registrable if it amounts to mere decoration. Thus, regis- 
tration of the use of alternate black and white stripes, 
unrestricted as to number or length or as to the shape or 
size of the area covered, was refused on the ground that 
such use of color constituted primarily the dress or or- 
namentation of the goods and could not have the status 
of a technical trade mark.” Another example of the strict- 
ness with which this principle is applied is the refusal to 
register cross hatching on metal foil applied around the 
neck and top of bottles containing beverages.” In this 
case the Commissioner took judicial notice of the fact 
that it is common practice to apply ordinary foil in that 
manner, and held that, while applicant’s foil appeared 
to be distinctive, and might serve to indicate origin to 
those familiar with applicant’s goods, the average pur- 
chaser would not be likely to differentiate between appli- 
cant’s foil and plain foil, or would consider both merely 
decorative; and that, since all bottlers have a right to 
decorate bottles with metal foil, to grant the registration 
applied for would be an unwarranted restriction of that 
right. 
Features Possessing Utility 


Occasionally an attempt is made to register some fea- 
ture of a product which contributes to its utility. Regis- 
tration of such marks is consistently refused on the ground 
that such features, if not already in the public domain, 
may be protected only under the patent statutes. The 
recent decision in the case of Sparklets Corp. v. Walter 
Kidde Sales Co.” is a good example of the application of 
this rule. Another recent case in which the rule was fol- 
coloring of substantially the whole of the goods, under which condition it is 
not registrable as a trade mark.” Cf. Wallace Pencil Co. v. Blaisdell Pencil 
Co., 35 U. S. P. Q. 34 (1937). A 

17 Ex parte Burgess Battery Co. 42 U. S. P. Q. 470 (1939); cf. Hygienic 
Products Co. v. Coe, 29 U. S. P. Q. 458, 85 F. (2d) 264 (App. D. C. 1936), 
in which the Court of Appeals for the District of Columbia permitted registra- 
tion of a mark in which the color was confined to a rectangular panel. 


18 Ex parte Hoffman Beverage Co., 35 U. S. P. Q. 125 (1937). 
1942 U. S. P. Q. 73, 104 F. (2d) 396 (C. C. P. A. 1939). 
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lowed by the Court of Appeals for the District of Colum- 
bia is W. A. Shaeffer Pen Co. v. Coe.” In this case it did 
not appear that the feature sought to be registered per- 
formed any utilitarian function as it was used by the ap- 
plicant, but it did appear that this feature had been em- 
ployed on the same class of goods for utilitarian purposes 
in a manner indistinguishable in appearance from the 
mark sought to be registered. 


Titles 


There are a few recent decisions relating to the regis- 
trability of marks used as titles for various kinds of pub- 
lications. In refusing registration of a title for an adver- 
tising booklet issued annually, about 20% of the contents 
of the booklet being devoted to information of general 
interest to motorists and changing from issue to issue, 
the examiner said: 


It is the substantial change of material with each issue which 
enables periodical publications to support trade mark registra- 
tion. 

In reversing the decision of the examiner and holding 
the mark in question to be registrable, the Commissioner 
neither affirmed nor disaffirmed the correctness of the 
test prescribed by the examiner, but said that the test was 
satisfied by the particular publication for which registra- 
tion of the mark was sought.” 

Where registration of a name designating a series of 
books was sought, the Commissioner stated that the title 
of a particular book may not also function as a trade 
mark for that book, or for a set or series in which that 
book is included, but that a name designating a series of 
books may otherwise be registrable as a trade mark upon 
exactly the same considerations as those by which the 
question of ownership is determined with respect to 
marks applied to any other merchandise. He further 

2041 U.S. P. Q. 134, 27 F. Supp. 380 (D. C. 1939). 


21 Ex parte Automobile Mutual Insurance Co. of America, 35 U. P. Q. 
248 (1937). See also, Ex parte Scholl Mfg. Co., 40 U. S. P. Q. 4° (1939). 
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stated that it is immaterial whether the series of books is 


a completed series to which no more books are being 
added.” 


A case involving the registrability of a title of a some- 
what different sort than those discussed above is the case 
of Ex Parte Dow Jones & Co., Inc.* The applicant 
sought to register “DOW JONES STOCK AVERAGES,” which 
was used as a heading printed in various newspapers 
above series of averages showing changes in stock prices 
furnished by the applicant. One reason given for refusing 
registration was that the applicant was not engaged in 
commerce; this ground for the decision appears to be 
open to serious criticism. Another reason was that the 
mark was not used as a trade mark, but only as a designa- 
tion of certain information, as are subheadings such as 
“Topics of the Day,” “Foreign Comment,” “Science and 
Invention,” “Letters and Art,” and the like in news maga- 
zines; this ground, also, appears to be of questionable 
soundness because the mark in question does indicate 
origin. However, a third reason was also given, based 
on the name clause and descriptive clause of section 5 of 
the Act of 1905, which seems to be a proper ground for 
the result that was reached. The mark would appear to 
be registrable under the Act of 1920. 


22 McLaughlin Bros., Inc. v. Whitman Publishing Co., 32 U. S. P. Q. 522 
(1937). On the subject of ownership see section entitled OwNERSHIP—A 
PREREQUISITE FOR REGISTRATION, infra. 


23 28 U.S. P. Q. 134 (1936). 


24 The copyright law, as well as the trade mark law, does not afford any 
clear statutory basis for protection of titles of literary works, though, where a 
title has come to have “secondary meaning,” its appropriation may be restrained 
under general principles of equity in the field of unfair competition. The right 
secured by the copyright act lies in the literary composition and not in the name 
or title given to it. Where an entire work has been copyrighted, protection of 
the title alone by injunction under the copyright law will be refused. See 
Warner Bros. Pictures, Inc. v. Majestic Pictures Corp., 21 U. S. P. Q. 405, 70 
F. (2d) 310 (C. C. A. 2d, 1934), and cases cited therein. However, “if... 
a title shows originality, it would seem . . . that it might be copyrightable as a 
‘writing,’ since length cannot be a requisite of a copyright and much thought 
may be packed into small compass.” Wert, AMERICAN CopyricHt Law p. 
222 (1917). Thus, in Chils v. Gronland, 41 Fed. 145 (C. C. S. D. N. Y. 1890), 
English definitions of foreign words, no matter how short, were held copy- 
rightable. 
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Non-Technical Trade Marks 


It is well settled that a mark which is not a valid trade 
mark at common law is not registrable as a trade mark 
under the Act of 1905.*° All of the characteristics dis- 
cussed above which render marks unregistrable because 
they fail to indicate origin, or otherwise lack trade mark 
significance, may be classified under this broad general 
rule. The rule has two important exceptions, however, 
which are authorized by the ten year proviso and the pro- 
vision for registration of collective marks in the Act of 
1905. 

Applicants seeking to register descriptive or geograph- 
ical marks under the Act of 1905 have frequently urged 
that the marks are registrable because they have acquired 
secondary meaning in connection with the goods to which 
they are appropriated. They have pointed to the words 
“merely . . . descriptive” and “merely . . . geograph- 
ical” in section 2 (b) and argued that ordinarily descrip- 
tive or geographical terms which have, through extensive 
trade mark use, come to identify the goods of the appli- 
cant in the minds of the puchasing public, are no longer 
merely descriptive or merely geographical, and hence are 
not within the prohibitions of that section. Since the de- 
cision of the Supreme Court in Elgin National Watch 
Co. v. Illinois Watch Case Co.” in 1901, this argument 
has been effectively vitiated. The Court there held that 
words which were merely descriptive of the place where 
articles were manufactured could not be monopolized as 
a trade mark, and that if such a word had acquired sec- 
ondary meaning, protection from imposition and fraud 
would be afforded by the courts, but that, notwithstand- 
ing this fact, its descriptive or geographical character 
rendered it unregistrable as a trade mark. There is noth- 

25 In re Canada Dry Ginger Ale, Inc., 32 U. S. P. Q. 49, 86 F. (2d) 830 


(C. C. P. A. 1936) ; In re General Petroleum Corp. of California, 9 U. S. P. Q 
511, 49 F. (2d) 966 (C. C. P. A. 1931). 


26 See sub-sections entitled Ten Year Proviso and Collective Marks, infra. 
27179 U. S. 665, 21 Sup. Ct. 270, 45 L. ed. 365 (1901). 
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ing in the Act of 1905 which can properly be construed 
as changing the principles previously enunciated by the 
Court in the Elgin case. 

Although it now appears to be settled that secondary 
meaning as a trade mark will not avoid the bar of section 
5 (b) of the Act of 1905, confusion on this point was cre- 
ated by the decision of the Court of Customs and Patent 
Appeals in the case of In re Plymouth Motor Corp.” In 
that case the applicant was seeking registration of a mark 
comprising a picture of a sailing vessel on the sea and 
the words “Chrysler Plymouth,” for use on automobiles 
and their structural parts. Registration was refused by 
the Patent Office without a disclaimer of the word “Ply- 
mouth,” which was held to be geographical. The court 
reversed the Commissioner’s decision on the ground that 
the word in question was not merely geographical and 
had no location significance as used by the applicant. In 
so far as this case expresses a view contrary to the Elgin 
case, it was expressly overruled by the case of In re Can- 
ada Dry Ginger Ale, Inc.** However, for reasons that 
will be more fully explained in discussing geographical 
marks, infra, the decision in the Plymouth case may be 
distinguished from the E/gin and Canada Dry cases, and 
the result reached therein has not necessarily been im- 
peached by the latter case. 


Ten Year Proviso 


The purpose of the ten year proviso in section 5 of the 
Act of 1905 was to enable marks which were not valid 
technical trade marks at common law, but which had 
acquired secondary meaning through exclusive use as a 
trade mark, to be registered under that Act. The proviso 
is an arbitrary one because secondary meaning may be 
established only by showing exclusive use by the appli- 
cant, or by one from whom he derived title, for the full 


288 U.S. P. Q. 14, 46 F. (2d) 211 (C. C. P. A. 1931). 
29 32 U.S. P. Q. 49, 86 F. (2d) 830 (C. C. P. A. 1936). 
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ten years immediately preceding February 20, 1905. 
Many marks were denied the benefits of registration 
under this proviso because they had not been used con- 
tinuously throughout the specified period, or because they 
had not been used exclusively by the applicant or his 
predecessor in title by reason of occasional interloping, 
in spite of the fact that they had acquired a well estab- 
lished secondary meaning in the market place. 

In recent years registration under the ten year proviso 
has become less and less frequent, and it is now almost 
impossible to qualify under it. Likewise, with the passage 
of time, anyone desiring to procure the cancellation of a 
mark registered under that proviso has generally encoun- 
tered increasing difficulty in proving that use of the mark 
by the registrant during the critical period was not ex- 
clusive or was not continuous. 

So few cases have arisen during the period studied 
which have involved the right to registration under the 
ten year proviso that no useful purpose would be served 
in discussing the few questions that have been passed upon 
in deciding them.* The proviso has ceased to be of any 
material importance as a basis for registration of marks 
that have acquired secondary meaning as trade marks. 
If its original purpose be conceded to have been com- 
mendable as a permanent policy, it is apparent that some 
new provision authorizing registration of such marks is 
needed. 

Act of 1920 


Refusal to register under the Act of 1905 the types of 
marks here under consideration has led applicants to 
seek registration of such marks under the Act of 1920. 
Section | (b) of the Act of 1920 permits registration of 
marks not registrable under the Act of 1905 but which 
have been in bona fide use by the applicant for at least 
one year in interstate or foreign commerce “except those 


80 These cases are: Ex parte Pinaud, Inc., 36 U. S. P. Q. 106 (1937); and 
Superior Oil Works v. Galena Mfg. Co. of Illinois, 38 U. S. P. Q. 241 (1938). 
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specified in paragraphs (a) and (b) of section 5” of the 
Act of 1905. The Supreme Court discussed such registra- 
tions in the recent case of Armstrong Paint and Varnish 
W orks v. Nu Enamel Corp.” One of the questions raised 
in that case is whether the exception noted above is ef- 
fective to bar not only marks contra bonos mores under 
section 5 (a) of the Act of 1905, and marks infra digni- 
tatem under section 5 (b) of that Act, but also marks 
falling within the provisos following, and in the same 
paragraph with, section 5 (b), particularly the proviso 
concerned with descriptive words or devices. The Court 
held that section | (b) of the Act of 1920 does permit 
registration of marks barred by the provisos in section 
5 (b) of the Act of 1905 relating to names of individuals, 

descriptive words and devices, and geographical 
names or terms.” The reason given by the Court for this 
conclusion was succinctly stated as follows: 

To construe (b) of the 1920 Act to bar names, descriptive 
marks and merely geographical terms would make the section 
useless. The obvious purpose of its inclusion was to widen the 
eligibility of marks. 

According to the wording of section | (b) of the Act 
of 1920, marks are registrable thereunder only if they are 
not registrable under the Act of 1905. This was recog- 
nized by the Supreme Court in the Nu Enamel case, and 
also by the Commissioner in Ex parte Victor M. Cal- 
deron Co., Inc.® In the latter case, however, the Commis- 
sioner pointed out that if registration of a mark under 
the Act of 1905 could only be obtained by disclaiming a 
dominant and essential feature of unquestioned trade 


31 305 U. S. 315, 59 Sup. Ct. 191, 83 L. ed. 195 (1938). 


82 Accord: Collins . Aikman Corp. v. Sanford Mills, 40 U. S. P. Q. 473, 
101 F. (2d) 531 (C. C. P. A. 1939); Ex parte Union Oil Co. of California, 
27 U. S. P. Q. 24 (1935) ; Ex parte Davis Paint Co., 27 U. S. P. Q. 455 
(1935) ; Ex pare Rich Art Color Co., Inc., 30 U. S. P. 2. (1936) ; Ex parte 
Wamsutta Mills, 38 U. S. P. Q. 425 (1938) ; ; Ex parte Kindel Furniture Co., 
39 U.S. P. Q. 74; Ex parte Kem Card Sales Corp., 39 U. S. P. Q. ©: (1938) ; 
R. W. Eldridge Co. v. Southern Handkerchief Mig. Co., 39 U. P. Q. 304 
(1938) ; Ex parte Burgess aay Co., 42 U. S. P. Q. 470 (1939) ; ; Ex parte 
Gantner & Mattern Co., 42 U. S. P. Q. 606 (1939). 


88 37 U. S. P. Q. 461 (1938). 
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mark significance, the presence also of features of an ar- 
bitrary character would not prevent registration under 
the Act of 1920. 

Since a trade mark must indicate that the goods to 
which it is appropriated have a common source or owner- 
ship, acquisition of secondary meaning is a condition 
precedent to valid registration under the Act of 1920 of 
a descriptive term or device or a geographical term. For 
registration purposes, however, secondary meaning is 
prima facie established by showing “bona fide use for not 
less than one year in interstate or foreign commerce.” 
This phrase has been interpreted by the Patent Office to 
require “exclusive use” during that period, and if use by 
anyone other than the applicant during the critical period 
is shown, even though that person be a wrongdoer, the 
right to registration is held to be non-existent.** Since 
registration under the Act of 1920 is not prima facie evi- 
dence of ownership in an infringement suit or an inter 
partes action in the Patent Office,” the owner of such a 


registration may not rely on his registration as proof of 
his proprietary rights, but must affirmatively establish 
them by proof in such proceedings. 


Non-Technical Marks Under the Lanham Bill 


Section 2 (f) of the Lanham Bill is designed to au- 
thorize the registration of non-technical marks which 
have acquired secondary meaning. This section reads as 
follows: 


Except as expressly excluded in paragraphs (a), (b), (c), 
and (d) of this section, nothing herein shall prevent the regis- 
tration of any mark used by the applicant as a trade-mark which 
has become distinctive of the applicant’s goods in commerce. 
Substantially exclusive use as a mark by applicant, in commerce 
for two years prior to the application, may be accepted by the 
Commissioner as prima facie evidence of distinctiveness.** 


84 Buffalo Rock Co. v. Allen, 39 U. S. P. Q. 70 (1938). 

35 See section entitled Statutory Bars To REGISTRATION, subsection entitled 
Confusion in Trade—The Act of 1920, infra. 

36 The paragraphs (a), (b), (c), and (d) referred to in paragraph (f) are 
those relating to marks comprising immoral, deceptive, scandalous, or disparag- 
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The first sentence of the above quoted provision places 
the right to register a non-technical mark upon a fact 
basis. If such a mark is not unregistrable under paragraph 
(a), (b), (c), or (d) of this section, it may be registered 
provided the applicant is able to show, as a fact, that the 
mark has become distinctive of the goods for which he 
seeks to register it. The administrative difficulties that 
would be faced by the Patent Office in determining 
whether a particular mark has become distinctive of the 
applicant’s goods were recognized. To lessen these diffi- 
culties, the second sentence of the provision was inserted. 
This sentence, which is permissive rather than mandatory, 
gives the Commissioner of Patents a yardstick with which 
to measure distinctiveness, but still leaves determination 
of the fact of distinctiveness to his discretion. ‘Thus, if 
an applicant can show substantially exclusive use of the 
mark as a trade mark for a period of two years, such use 
may be accepted as establishing a prima facie case of dis- 
tinctiveness, warranting the granting of registration in 
the absence of other circumstances overcoming the pre- 
sumption of distinctiveness. But even though the mark 
has not been so used by the applicant, a satisfactory show- 
ing that it has become distinctive of his goods would, 
under the language of the provision, make registration 
mandatory. 


The provision appears to be an effective substitute for 
the arbitrary ten year proviso in the present law, capable 
of being applied so as to grant the benefits of registration 
to non-technical marks which, through use as trade marks, 
have come to identify the goods of the applicant by dis- 
tinguishing them from like goods of others. The only 
uncertainty involved in the provision lies in the meaning 
of the word “distinctive.” It seems to be safe to predict 


ing matter; to marks consisting of or comprising the flag or coat of arms or 
other insignia of specified sovereignties; to marks consisting of or comprising 
the name, portrait, or signature of a living individual; and to marks consisting 
of or comprising matter which would be likely to cause confusion in trade or to 
deceive purchasers. 


3 
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that a mark which would now, in a suit at common law, 
be held to have acquired secondary meaning, would be 
held to be distinctive of the applicant’s goods within the 
meaning of section 2 (f) of the Lanham Bill. Whether 
the standards of distinctiveness under this section would 
be more liberal than those applied in determining the 
existence of secondary meaning at common law is a ques- 
tion that will depend for its answer upon the policy adopt- 
ed by the administrators of the trade mark statutes should 
the section become part of the law.” 


The Lanham Bill, in section 23, additionally provides 
for a supplemental register which is to be a continuation 
of the register now kept for marks qualifying under para- 
graph (b) of section 1 of the Act of 1920. The require- 
ments for and effect of registration under this section are 
similar to those of the Act of 1920, though there are im- 
portant differences. In general, all marks not registrable 
on the principal register provided by the Lanham Bill, 
except those now specifically barred from registration 
under the Act of 1920, may be placed on the supplemental 
register. The requirement in the Act of 1920 of one year’s 
bona fide use has been preserved, but with the important 
exception that the requirement may be waived by the 
Commissioner upon a showing that the applicant has 
begun the bona fide use of his mark in foreign commerce 
and requires domestic registration as a basis for foreign 
protection thereof. 

As pointed out in the hearings on the Lanham Bill,” 
registration in the United States is a prerequisite to regis- 
tration in many foreign countries by United States citi- 
zens, and many fields which we protect under the design 
and copyright statutes and by our law of unfair compe- 
tition may be protected in some of those countries only 
by registration. Therefore, in order to protect our export 


87 HEARINGS, pp. 21-32, pp. 39-40, and pp. 49-50. 
88 HEARINGS, p. 127. 
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trade, the Lanham Bill provides that, for the purposes of 
the supplemental register, a registrable mark may include 


a trade mark, symbol, label, package, configuration of goods, 

name, word, slogan, or phrase, but such mark must be capable 

of distinguishing the applicant’s goods. 
This provision broadens the field of registrable matter 
to which the Act of 1920 has been restricted. Whether 
the feature sought to be registered on the supplemental 
register actually functions as a trade mark, as the term 
is generally understood in this country, would appear to 
be immaterial so long as it is capable of distinguishing 
the applicant’s goods from the goods of others after ex- 
clusive use by the applicant. 

A non-technical mark which has not acquired second- 
ary meaning as a trade mark may not be registered on the 
principal register. However, the applicant’s proprietary 
claims to the mark may be called to the attention of the 
public by placing the mark on the supplement register 
after it has been in bona fide use for one year. If the mark 
later acquires the requisite distinctiveness, it may then be 
transferred to the principal register. The advantages of 
such a procedure have been safeguarded by providing in 
section 27 of the Lanham Bill that registration on the sup- 
plemental register, or under the Act of 1920, shall not pre- 
clude registration on the principal register. This provi- 
sion would appear to be retroactive to remove any im- 
plied admissions of descriptiveness, geographical charac- 
ter, or the like which are now held to arise through regis- 
tration of a mark under the Act of 1920 instead of under 
the Act of 1905.° 

Section 44 of the Lanham Bill also authorizes the keep- 
ing of a separate register for marks communicated to the 
Commissioner “by the international bureaus provided for 
by the Conventions for the Protection of Industrial Prop- 
erty, trade marks, commercial and trade names, and the 


89 For an example of the admissions referred to, see Ex parte Railley Corp., 


42 U.S. P. Q. 472 (1939). 





158 THE GEORGE WASHINGTON LAW REVIEW 


repression of unfair competition to which the United 
States is or may become a party.” ‘This section is some- 
what broader than section | (a) of the Act of 1920, but it 
is designed to perform the same general office. In par- 
ticular, it should be noted that such marks, duly registered 
in the country of origin of the foreign applicant, may be 
registered on the principal register if eligible under its 
provisions, and, otherwise, on the supplemental register, 
without the necessity of previously using the mark in com- 
merce in this country. It should also be noted that para- 
graph (g) of this section provides for protection of for- 
eigners against unfair competition in a manner heretofore 
not possible.“ 
COLLECTIVE MARKS 


No decisions during the period studied have dealt with 
the provision in the present law relating to collective 
marks,“ and no attempt will be made to discuss its present 
status. Attention, however, should be called to section 4 
of the Lanham Bill which incorporates the substance of 
the present law and extends its scope with one important 
addition. This section of the Lanham Bill has expressly 
included in the category of registrable collective marks 
“indications of regional origin,” such as “Idaho” for po- 
tatoes, “California” for oranges, or “Mohawk Valley” for 
apples, and provides for registration of all such marks on 
the principal register, with all the benefits now accorded 
to marks registrable under the Act of 1905. 


MARK Must BE AFFIXED TO GOODS 


Section 1 of the Act of 1905 provides that an applica- 
tion for registration must contain a statement of the class 
of merchandise and the particular description of the goods 
comprised in such class to which the trade-mark is ap- 
propriated, and a statement of the mode in which the 

40 For a very enlightening discussion of this entire section, see HEARINGS, 
pp. 163-171. In reading this section, it should be borne in mind that § 44 (then 


§ 45) has since been revised and considerably changed. 
41 See, Act of 1905, § 1, as amended by Act of June 10, 1938. 
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mark is applied and affixed to the goods. The decisions 

have uniformly interpreted the foregoing provision as re- 

quiring that a registrable mark be affixed to goods or mer- 

chandise, but determination of the meaning of the term 
“affixed” has involved some difficulties. 

The last part of section 29 of this Act defines “affixed” 

as follows: 

A trade mark shall be deemed to be “affixed” to an article 

when it is placed in any manner upon either the article itself or 

the receptacle or package or upon the envelope or other thing 


in, by, or with which the goods are packed or enclosed or other- 
wise prepared for sale or distribution. 


This provision appears to be intended to permit any man- 
ner of attachment to or association with an article that will 
permit the mark to be identified with such article in the 
mind of the purchaser. However, the interpretation 
thereof in practice has resulted in some peculiar distinc- 
tions, many of which appear not to be in harmony with 
the apparent liberality with which Congress intended the 


term to be construed. 

It seems proper to hold that use of a mark merely in 
advertising does not meet the requirements of the statute 
that the mark be affixed to the goods or merchandise.” 
It also seems proper to hold that sales of an article in a 
so-called “Rexall Store” does not amount to affixing the 
mark “Rexall” to the article,** and even that the placing 
of a mark on undergarments partly made of elastic fabric 
and webbing would not function to indicate to the pur- 
chaser the source of the elastic material, as distinguished 
from the garment as a whole.** In these cases there would 
be no difficulty in applying the mark directly to the par- 
ticular article for which registration is sought in such a 
manner as to indicate its origin to any purchaser. But 

42 Sears, Roebuck & Co. v. Old Colony Shoe Co., 29 U. S. P. Q. 169, 82 F. 
(2d) 709 (C. C. P. A. 1936) ; Borg-Warner Corp. v. Easy Washing Machine 
Corp., 41 U. S. P. Q. 662, 104 F. (2d) 65 (C. C. P. A. 1939) 


— Drug Co. v. Wiley, 29 U. S. P. Q. 37, 82 F. (2d) 293 (C.C. P. A. 
19 


44 Ex parte Maiden Form Brassiere Co., 40 U. P. Q. 573 (1939). See, 
also, Hockmeyer Bros., Inc. v. Elder Mfg. Co., 45 w S. P. Q. 232 (1940). 
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there appears to be no justification for requiring a trade 
mark for a lens, forming part of a camera, to be affixed 
directly to the lens. This is the result reached in the case 
of In re Eastman Kodak Co.“ Such affixation as the 
court deemed to be necessary would either spoil the lens 
and render it useless or limit the use of the mark to iden- 
tification by means of a temporary sticker or the like. 

Names and symbols of the nature of service marks are 
frequently not registrable because they are not affixed to 
goods or merchandise within the meaning of the statute. 
In Lever Bros. Co. v. Butler Mfg. Co.,* the Court of Cus- 
toms and Patent Appeals affirmed the refusal of the Pat- 
ent Office to register a mark for “dry cleaning systems,” 
saying: 

It is difficult to see how a trade mark could properly be ap- 
plied to a system as that term is generally understood. The 
statute contemplates, as was pointed out by the examiner, that 
the trade mark to be registered is to be applied to merchandise. 

In Ex parte Pugh," the Commissioner held unregistrable 
a mark described in the application as applied to “trucks, 
automobiles, and wagons,” where it appeared that the ap- 
plicant was engaged in the business of transportation for 
hire and, to this end, operated trucks or vans, to the sides 
of which the notation in the application was affixed. In 
this case the Commissioner said: 

From the decisions and, indeed, upon the face of the thing, 
it is obvious that the applicant is engaged merely in rendering 
a service. . . . (Citing cases.) It is also deemed to be settled 
that an applicant in order to be entitled to registration must 
apply the mark physically to a vendible commodity on the mar- 
ket. . . . (Citing cases.) The business of motor transportation 
is a service, and from these decisions it appears that, where a 
person is engaged in rendering a service and employs symbols 
of origin in connection therewith, registration of such symbols 


cannot be obtained under the existing trade mark statutes. . . . 
The applicant is engaged in the transportation business, not in 


4527 U. S. P. Q. 343, 80 F. (2d) 270 (C. C. P. A. 1935); cf. Crosley Radio 
Corp. v. Sparks-Withington Co., 33 U. S. P. Q. 162 (1937), and Ex parte A. 
Stein & Co., 33 U. S. P. Q. 54 (1937). 

46 33 U. S. P. Q. 38, 88 F. (2d) 842 (C. C. P. A. 1937). 

4726 U. S. P. Q. 303 (1935). 
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the automobile business and cannot be permitted to register a 
trade mark on goods which it employs as an incident to its 
business of rendering a service. 


A ffiixation Under the Lanham Bill 


Section 45 of the Lanham Bill contains the following 
definition : 


For the purposes of this Act a mark shall be deemed to be 
applied to an article when it is placed in any manner in or upon 
either the article or its container or display or upon tags or labels 
or is otherwise used in the advertisement and sale thereof. 

This definition was intended to eliminate the effects of 
certain decisions which have interpreted the present law 
as requiring that the mark be affixed directly to the goods 
or to the containers in which they are sold.** The above 
quoted language would appear to permit registration 
where the mark has been used only on display racks that 
support the goods in store windows or on counters, or has 
been used only in advertisements in periodicals or on sign 
boards. However, such use of the mark must have been 
in connection with actual sales of the goods and not mere- 
ly as part of an advertising scheme conducted prior to 
placing the goods on the market. If a mark has been so 
used in connection with the sale of goods in interstate or 
foreign commerce that its appropriation by another for 
use in connection with similar goods would constitute ac- 
tionable unfair competition, such use would probably fall 
within the intended scope of this definition and be suffi- 
cient to support registration under the Lanham Bill. 


Service and Certification Marks Under the Lanham Bill 


Section 3 of the Lanham Bill provides for registration 
of “service and certification marks,” subject to the same 
provisions governing the registration of trade marks, so 
far as they may be applicable. The term “service marks” 
is defined in section 45 of the Bill to mean: 


marks so used as to distinguish the user’s services of any nature 
from the similar or related services of others. 


48 HEARINGS, pp. 172-174. 





162 THE GEORGE WASHINGTON LAW REVIEW 


The purpose of the provision with respect to service 
marks was to grant the benefits of registration to such 
marks as those which were held to be unregistrable in the 
Lever Bros. Co. and the Pugh cases, and to a wide variety 
of similar marks which are unregistrable under either the 
Act of 1905 or the Act of 1920. The only apparent limi- 
tation on the right to register marks identifying a service 
rendered by the applicant is that the service be interstate 
in character so as to bring it within the legislative power 
of Congress, and that the nature of the mark itself be not 
objectionable for any of the reasons hereinafter discussed 
which are applicable to trade marks generally. The serv- 
ice may be that of a laundry, employment agency, insur- 
ance company, or any other legitimate business, so long 
as that business is active in interstate commerce.” 
The term “certification marks” is defined in section 45 
of the Bill to mean: 
marks indicating that the goods in connection with which they 


are used are certified by the registrant as to origin, material, 
mode of manufacture, quality, accuracy, or other characteristic. 


This section further provides: 


There may be included in the category of certification marks 
the marks of labor unions and other associations. 

It appears from the language quoted that certification 
marks are intended to include only marks affixed to or 
associated with goods to indicate that a certain kind of 
service has been performed upon them or that they con- 
form to certain standards or come from a particular 
source in whole or in part. There is obviously some over- 
lap in meaning between service marks and certification 
marks, and there is nothing in the record of the hearings 
on the Bill to indicate to what extent the latter was in- 
tended to extend the field of registrability authorized by 
the former. Little more can be said at this time to clarify 
the meaning of certification marks than can be derived 
from the definition in section 45 of the Bill. 


49 Hearincs, pp. 50-53. 
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OWNERSHIP—A PREREQUISITE FOR REGISTRATION 
Under the Act of 1905 


Section 1 of the Act of 1905 provides that “the owner 
of a trade mark . . . may obtain registration for such 
trade mark by complying with” certain specified require- 
ments, and section 16 makes registration prima facte evi- 
dence of ownership. Section 2 requires a verified show- 
ing that the applicant owns the mark. Since there is no 
right to registration other than that granted by the statute, 
these provisions obviously limit the right exclusively to 
the owner of the mark sought to be registered. The de- 
cisions of the Patent Office and the Court of Customs and 
Patent Appeals have uniformly so interpreted the stat- 
ute,” and ownership by the applicant at the time the ap- 
plication is filed is required.” If an applicant is not the 
owner of the mark at the time he files his application, the 
defect cannot be secured by subsequent acquisition of title, 
insofar as that particular application is concerned, though 
a second application may be filed which will be entitled 
to consideration on its own merits. This rule has been 
applied where the defect in the applicant’s title was mere- 
ly the existence of a conflicting, though different, registra- 
tion in the name of another, notwithstanding that, after 
filing his application, the applicant purchased the con- 
flicting mark.” At first glance, this strict adherence to 
the letter of the rule might appear to be an overemphasis 
of formal distinctions, and it might seem to be immaterial 
whether registration is granted on the first application or 
on one subsequently filed. The reason, however, for such 
rigid enforcement of the rule is that the existence of a 
registration is prima facie evidence of ownership, and its 
effect relates back to the filing date of the application.” 


50 See, e. g., Buergerliches Braeuhaus Pilsen v. Allied Brewing & Distilling 
Co., Inc., 31 U. S. P. Q. 26 (1936). 

51 Kelly Liquor Co. v. National Brokerage Co., Inc., 41 U. S. P. Q. 311, 102 
F. (2d) 857 (C. C. P. A. 1939). 

52 Dew Cosmetics, Inc. v. Comfort Mfg. Co., 42 U. S. P. Q. 388 (1939). 

58 Titus v. Burton v. The Laddie Boy Mfg. Co. v. Davis v. Yost, 293 O. G. 
879, 1921, C. D. 97. 





164 THE GEORGE WASHINGTON LAW REVIEW 


To permit an applicant to receive the benefit of a filing 
date prior to his actual acquisition of the mark would be 
apt to mislead the public as to the date that must be over- 
come in order to successfully oppose registration of that 
mark or procure cancellation after registration has been 
granted. 

Ownership Under the Lanham Bill 


Section 1, (a), (1), of the Lanham Bill clearly war- 
rants restriction of the right to registration thereunder to 
owners of marks. However, section 5 of the Bill sets 
forth an exception to this requirement. This section 
reads: 


Where the registered mark or the mark sought to be regis- 
tered is or may be used by subsidiary or related companies, or 
by the members of an association, such use shall be deemed ex- 
clusive in the holding, parent, or related company or in the asso- 
ciation; and use of registered marks by companies subsidiary or 
related to the registrant or by the members of an association, 
shall not affect the validity of such mark or of its registration. 
Such mark shall not be used in such manner as to deceive the 
public. 

Except as authorized by this section (which is treated in 
more detail in the following discussion of use as a pre- 
requisite for registration), it appears that the right to reg- 
ister a mark under the Lanham Bill should be restricted to 
the common law owner of the mark by the same rules as 


are followed in administering the Act of 1905. 


UsE—A PREREQUISITE FOR REGISTRATION 
Under the Act of 1905 


Ownership of a trade mark implies use of the mark by 
the owner. Use as an element of ownership, however, 
should not be confused with the use required by section 1 
of the Act of 1905. A purely intrastate use is sufficient to 
create rights of ownership in a mark,™ while use in inter- 
state commerce is required to support federal registra- 
tion. Ownership based on mere intrastate use, however, 


54 Bushmill Wine Products Co., Inc. v. Overbrook Co., Inc., 28 U. S. P. Q. 
34 (1935). 
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may become of considerable importance when the ques- 
tion of priority of ownership arises in an inter partes con- 
test before the Patent Office or in an infringement pro- 
ceeding before the courts.” 


The use required by the statute has been interpreted as 
meaning present use, as distinguished from contemplated 
future use or use at some time in the past which has not 
been substantially continuous up to the time application is 
made for registration, and it has been held that an appli- 
cation for registration must be refused if it does not con- 
tain an allegation of present use.” Moreover, the mere 
allegation that the applicant is using the mark is not 
enough if it appears that the allegation was false, and 
an application will be refused or an existing registration 
may be cancelled on a showing that the mark was not in 
use at, or shortly prior to, the filing date of the applica- 
tion.” Since the applicant must also be the owner of the 
mark, it logically follows that he cannot rely on use of 
the mark at a time when another, who was the real owner 
thereof, was also using it, and could have prevented the 
use by the applicant.” 


If the applicant has not applied for registration in a 
foreign country prior to filing his United States applica- 
tion, he must allege in his application that he is using the 
mark in the United States. If he first filed an application 
in a foreign country, however, he is not obliged to allege 
use of the mark in the United States by reason of a specific 
provision to that effect in section 2 of the Act of 1905. But 


55 See section entiled INTERFERENCES, infra. 


56 General Baking Co. v. Mayflower — 28 U. S. P. Q. 85 (1935). Law- 
son v. Cahn, Belt & Co., 30 U. S. P. Q. 320 (1936). 

57 Motlow v. Oldetyme Distilleries, sy : U. S. P. Q. 139, 88 F. (2d) 
732 (C. C. P. A. 1937). Here cessation of use was unavoidable because of the 
prohibition laws, and application was filed during the period of non-use. The 
fact that use was impossible under such circumstances was not recognized as 


creating any exception to the rule. See, also, sections entitled ABANDONMENT 
and ASSIGNMENTS, infra. 


58 La Fayette Brewery, Inc. v. Rock Island Brewing Co., 32 U. S. P. Q. 391 


87 F. (2d) 489 (C. C. P. A. 1937); Paul Hawkins Co. v. Continental Foods, 
Inc., 40 U. S. P. Q. 255 (1939). 
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if the applicant does not allege use abroad in such a case, 
it is held that he must allege use in the United States.” 

What is meant by “used in commerce,” and how exten- 
sive the use must be to satisfy the requirements of the stat- 
ute, has been treated in a number of recent decisions of 
the Patent Office tribunals and the courts. It has been 
said that the article for which registration of a mark is 
sought must be a vendible article in the market, with the 
intent by the proprietor to continue its production and 
sale.” However, the word “vendible” should not be taken 
too literally, for the transactions relied upon need not 
be in the nature of sales; a leasing of articles upon which 
the mark is used has been held to satisfy the requirement 
that the mark be used in commerce.” As regards the ex- 
tent of the use required by the statute, the regularity of the 
use rather than the volume of business transacted is the 
most important consideration. Limited dealings with a 
small or select clientele, or merely with friends, should be 
sufficient, and no particular manner or amount of adver- 
tising is required, provided the transactions are interstate 
in character and are bona fide and not secretive.” 

It is well settled that the use must have been by the same 
natural or legal person as the applicant. To be entitled 
to registration, the applicant himself must have used the 
mark, and cannot rely on use by the corporation from 
whom he derived title. Likewise, an applicant which is 
a subsidiary corporation cannot rely on use of the mark 
by the parent company,” and the parent company as ap- 
plicant cannot rely on use by the subsidiary. Similarly, 

59 Ex parte Comite Central de La Soie, 29 U. ty P. Q. 45 (1936). 

60 Scholl Mfg. Co., Inc. v. Falls, 28 U. S. P. Q. 546 (1936). See, also, 
Breitenbach v. Rosenberg, 37 App. D. C. 102, 166 O. G. 763 (1911). 

61 Frigidaire Corp. v. North American Car Corp., 32 U. S. P. Q. 79 (1936). 
Here the applicant leased refrigerator cars for use by others in interstate trans- 
portation. Cf. Ex parte Pugh, 26 U. S. P. Q. 303 (1935), in which registra- 
tion of a similar mark used on trucks or vans which were not leased to others, 
but operated by applicant, was refused. 


62 Axton-Fisher Tobacco Co. v. Fortune Tobacco Co., 29 U. S. P. Q. 25, 
82 F. (2d) 295 (C. C. P. A. 1936). 


63 Bishop v. Schewe, 33 U. S. P. Q. 347 (1937). 
64 Waldorf-Astoria Importation Corp. v. Harris, 33 U. S. P. Q. 349 (1937). 
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an applicant corporation cannot rely on use by an affiliated 
corporation.” 

The use upon which an applicant may rely to support 
registration must be use of same mark for which registra- 
tion is sought, and not some other mark resembling it. 
This rule has been applied with the utmost strictness, and 
substantial identity is required.* A question that is not so 
well settled is whether one may register only a part of the 
mark which he has used. Decisions of the Commissioner 
early during the period studied refused registration where 
the mark as used was modified in the application by the 
elimination of a fanciful, arbitrary, and salient feature 
thereof, whether the application was originally filed with 
the omission and the fact discovered by comparison with 
the labels submitted,” or the original application showed 
the entire mark and the applicant sought to modify it by 
an erasure.” In the latter situation the omission was 
countenanced only upon the condition that it be accom- 
panied by a disclaimer of the part omitted. The reason 
for this rule was stated by the Commissioner in Ex parte 
Kingman © Co., Inc.,” as follows: 

To register mutilated marks, leaving off features just as 
prominent as those presented for registration, would lead to 
erratic results and endless confusion. There is no authority for 
registering a part of a mark, and to permit it to be done would 
be to falsify the record and mislead the public as to the mark 
actually in use (citing numerous authorities). 

A complete reversal of attitude is indicated by two more 
recent decisions. In Ex parte David™ the mark originally 


65 Paul Hawkins Co. v. Continental Foods, Inc., 40 U. S. P. Q. < og 

66 Ostrex Co., Inc. v. Euromerica Medical Products, Inc., 40 ‘US. P . Q. 29 
(1939). Applicant sought to register “Optrex,” and ‘relied upon ownership ~! 
a registered mark “Optraex” to establish use prior to opposer’s use of a similar 
mark. The Commissioner said: “While the word and applicant’s mark are 
substantially the same, they are not identical in the sense that registration of 
either could be predicated upon use of the other.” Cf. Winter and Co., Inc. v. 
Gulbransen Co., 41 U. S. P. Q. 789 (1939), where applicant for registration of 
“Musette” was not permitted to defeat an opposition based on the mark 
“Minuette” by proving prior use of “Minuet.” 

67 Sears, Roebuck & Co. v. General Tire & Rubber Co., 28 U. S. P. Q. 137 
(1936) ; Ex parte Kinases & Co., Inc., 28 U. S. P. Q. 32 (1935). 

68 Ex parte Midway an Co., 33 U. S. P. Q. 415 (1937). 

69 28 U. S. P. Q. 32 (1935 

170 Ex parte David, 35 U. s p. Q. 126 (1937). 
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applied for consisted of a picture of a Scottie dog above 
the words, ‘“Dog-On-It.” To avoid confusing similarity 
with a previously registered mark, the applicant sought to 
erase the picture of the dog and retain only the printed 
words. In overuling the refusal of the examiner to permit 
this without a disclaimer the Commissioner said: 

So far as the Patent Office is concerned, there can be no more 
effective disclaimer than removal from the drawing of matter re- 
quired to be disclaimed; it is difficult to find rational justifica- 
tion for requiring a disclaimer of matter that will not appear in 
the certificate of registration. 

In writing this decision, the Commissioner specifically 
overruled an earlier Commissioner’s decision involving 
almost precisely the same facts.’ In Winget Kickernick 
Co. v. Adelman,” the examiner of interferences sustained 
an opposition, not because the two trade marks were 
thought to be confusingly similar, but because upon the 
specimen labels filed with the application the applicant’s 
mark was shown in association with the word “Scamp,” 
and it was the examiner’s opinion that the use of this word 
would be likely to result in confusion with the opposer’s 
mark. In reversing the examiner and dismissing the op- 
position, the Commissioner said: 

I am clearly of the opinion that the examiner’s position is 
untenable. Applicant is not seeking to register its label, and 
extraneous matter appearing thereon can have no bearing on the 
question of confusing similarity between the trade marks under 
consideration. The registration of applicant’s pictorial repre- 
sentation will neither add to nor subtract from its right to use 
the word to which the examiner objects. Nor is the Patent Office 
at liberty to say, as the examiner in effect has done, that such 


word is a part of applicant’s trade mark. In re Standard Under- 
ground Cable Co., 27 App. D. C. 320. 


The two decisions last discussed appear to represent the 
present policy of the Commissioner, and they indicate 
that a portion only of the mark actually used by the ap- 
plicant may be registered so long as that part is separable 
from the rest of the mark. There is little basis for pre- 


71 Ex parte Wayne Poultry Tonic Co., 164 O. G. 251, 1911 C. D. 37. 
72 Winget Kickernick Co. v. Adelman, 39 U. S. P. Q. 353 (1938). 
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dicting how liberally this new policy will be permitted 
to expand, nor is there any recent expression of the atti- 
tude of the Court of Customs and Patent Appeals on the 
question. 

Since a valid registrable trade mark must serve to in- 
dicate origin of the goods with which it is associated, the 
applicant is required to state in his application the mode 
in which the mark is applied and affixed to the goods. If 
the mark has not been used on some or all of the goods 
specified, registration for such goods will be refused.” It 
is not enough that the goods for which registration is 
sought are similar to goods on which the mark was ac- 
tually used,”* or that they are so related to them as to fall 
within the logical and reasonable field of expansion of 
the applicant’s business.” 


Use Under the Lanham Bill 


Any use of a mark that would satisfy the requirements 
of the Act of 1905 would appear to be sufficient under the 
Lanham Bill. However, certain requirements of the 
former have been removed by section 5 of the Lanham 
Bill which provides that the applicant may rely on use of 
the mark by another under certain circumstances.” 

Where the mark sought to be registered by a corpora- 
tion is used only by a subsidiary of that corporation, such 
use will support registration to the holding or parent cor- 
poration. Since the Bill says that “such use shall be 
deemed exclusive in the holding or parent company,” it 
seems to have been contemplated that the subsidiary 
should not be entitled to registration in its own name. 

78 Affiliated Products, Inc. v. Crazy Water Co., 37 U. S. P. Q. 230 (1938). 

74 Maywood Packing Co. v. The Corning Olive Growers’ Assoc., 36 U. S. 


P. Q. 267 (1938). Held, that proof of use of applicant’s mark on fresh olives 
will not sustain registration for canned olives. 

75 Cf. Califruit Wineries, Inc. v. Guerrieri v. Mission Dry Corp., 32 U. S. 
P. Q. 197 (1937). Held, that proof of an applicant’s prior use of a mark for 
non-alcoholic beverages will not sustain registration of the mark for wines 
where an interferant’s first use of its mark on wines was prior to the former’s 
use on that type of goods, but subsequent to his use on non-alcoholic beverages. 

76For the language in this section see OWNERSHIP—A PREQUISITE FOR 
REGISTRATION, supra. 
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Where the mark sought to be registered by an associa- 
tion is used only by its members, such use will support 
registration to the association. The right of an associa- 
tion to obtain registration of a mark used by its members 
also exists under the provisions of the Act of 1905 and the 
Act of 1920 authorizing the registration of collective 
marks. 

Section 5 of the Lanham Bill also refers to use of a mark 
by a “related company.” ‘The term “related company” 
is defined in section 45 of the Bill to mean 


any individual, partnership, or person’? within the definition 
above where by ownership, or contractual relationship, control 
of the nature and quality of the goods upon which the mark is 
used is exercised by the registrant. 
Reading secton 5 of the Bill in conjunction with the above 
definition, it appears that anyone who exercises control 
over the nature and quality of the goods upon which an- 
other uses a mark has the exclusive right to register the 
mark for such goods and may rely on such use of the mark 
by the related person or firm to support that right to the 
exclusion of the latter. 


(To Be Continued.) 


™ The term “person” as used here includes a juristic as well as a natural 
person. 
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EDITORIAL NOTES 


RELIEF FOR CIVILIAN VICTIMS OF AIR ATTACK 


Injuries suffered by civilians in London and other parts of Great 
Britain as a result of recent air raids, focuses attention on efforts of 
the British government to afford relief to these unarmed victims of 
modern warfare whose casualties, thus far, seem to have outnumbered 
those of the armed forces. 

These efforts find expression in the Personal Injuries Act,’ en- 
acted the very day Great Britain declared war on Germany, and 
the regulations issued pursuant thereto. Administration of the law 
by the Ministry of [Military] Pensions represents a novel departure 
from traditional military pension legislation, benefits of which have 
heretofore been confined to former members of the armed forces. 

The law is in the form of a brief enabling act, outlining broad 
principles and authorizing the Minister of Pensions to make a 
“Scheme” for making payments under the Act. This Scheme? was 
promulgated less than three weeks after enactment of the basic Act. 

Two types of benefits are prescribed, viz., “injury allowances” 
payable on account of war injuries sustained by gainfully occupied 
persons,*® and “pensions or grants” payable on account of war service 
injuries sustained by civil defense volunteers.‘ The former type of 


1An Act to make provision as respects certain personal injuries sustained 
during the period of the present emergency, (Sept. 3, 1939) 2 & 3 Geo. 6, c. 82. 
on Personal Injuries (Civilians) Scheme, (1939) S. R. & O. 1939, No. 

8 §1 of the Personal Injuries Act, Supra note 1. 

4 Civil defense volunteers, as prescribed by art. 3, Part 1, of The Personal 
Injuries (Civilians) Scheme, 1939, supra note 2, include members of the follow- 
ing Civil Defense Organizations: 

1, Organizations of persons which have been constituted by local authorities 
under the Air Raid Precautions Act, 1937, and to whom specific duties have 
been assigned in connection with the following service: (a) Control and Re- 
port Centers (including messengers); (b) Air raid warnings; (c) First aid 
parties and ambulance services; (d) Rescue services; (e) Decontamination 
services; (f) Gas Detection services; (g) Respirator distribution services; 
(h) Auxiliary fire services; (i) Demolition of dangerous building services; 
2. Organizations of persons injured in the transport of members of the civil 
population from one area to another under the Civil Defense Act, 1939; 3. Or- 
ganizations of persons (not included in the foregoing sentence) engaged in 
Civil Defense under a Government Department or local authority; 4. Police 
war reserves; 5. Observer corps; 6. Organizations of persons trained and 
equipped by their employers under the Civil Defense Act, 1939, to give first aid 
treatment to deal with the effects of gas, or to fight fire; 7. The Emergency 
Medical Service consisting of medical practitioners and dentists; 8. The Civil 
Nursing Reserve; 9. Persons not included under the previous two sentences 
who are assisting the Minister of Health or the Secretary of State in the hos- 
pital treatment of casualties occurring from hostile attack or in connection with 
the bacteriological service for controlling the spread of infectious diseases, and 
other hospital services rendered without remuneration. 


[172] 
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benefit, which is comparable to workmen’s compensation and payable 
only so long as the injured person is incapacitated, is mandatory. 
The latter, payable only where the injury causes serious and pro- 
longed disablement or death, and at considerably lower rates, is 
permissive. 
With regard to the first type of benefit, the Act defines “war 
injuries” as: 
physical injuries (a) caused by (i) the discharge of any missile 
(including liquids and gas); or (ii) the rise of any weapon, 
explosive or other noxious thing; or (iii) the doing of any 
other injurious act; either by the enemy or in combating the 
enemy or in repelling an imagined attack by the enemy; or 
(b) caused by the impact on any person or property of any 
enemy aircraft, or any aircraft belonging to, or held by, any 
person on behalf of or for the benefit of, His Majesty or any 
allied power, or any part of, or anything dropped from, any 
such aircraft.® 
One commentator is of the opinion that this definition 


appears generally to exclude injury to the mental or nervous 
system caused by shock though there may perhaps be some 
doubt whether such injury is completely excluded in a case 
where, as a result of the shock a person is wholly or partly 
paralyzed, or loses the use of sight or hearing, or dies of heart 
failure.® 

Payment of an injury allowance is precluded if benefits are pay- 
able through workmen’s compensation or some other similar act 
or if there is legal liability on the part of any person or employer.” 
An employer is permitted to deduct from an employee’s wages an 
amount equal to what the employee is receiving while incapacitated 
for work. Employers are required to furnish information as to 
earnings of injured employees. 

Since the Minister’s findings under the Act are “final and con- 
clusive,” *° it appears doubtful if an applicant’s claim to an injury 
allowance could be enforced, notwithstanding the language of ar- 
ticle 6, Part II of the Scheme" which provides that where an 
applicant fulfills the required conditions he “shall be entitled to be 
awarded an allowance.” It has been suggested that these words 
confer upon the applicant a right, but not an enforceable right.’* 

6 KRUSIN AND Rocers, THE LICITOR’Ss HANDBOOK OF War LEGISLATION, 


(London, 1940) p. 511. 


7 § 3, Personal Injuries Act, supra note 1. 
8§ 4, id 


9§ 5, id. 
10 § 1, id. 
11 Op cit. supra note 2. 
12 Op cit. supra note 6. 





174 THE GEORGE WASHINGTON LAW REVIEW 


The term “war service injury” in relation to a civil defense volun- 
teer, means any physical injury which the Minister certifies to have 
been shown to his satisfaction to have arisen out of and in the course 
of the performance by the volunteer of his duties as a member of 
the civil defense organization to which he belonged at the time when 
the injury was sustained, and (except in the case of a war injury) 
not to have arisen out of and in the course of his employment in 
any other capacity.** 

Detailed tables of rates of injury allowances and pensions are 
contained in the Scheme, the rate payable in a particular case de- 
pending upon a number of factors such as age, sex, and marital 
status. As to injury allowances, a distinction is made as to whether 
a person is being hospitalized or is being cared for outside a hos- 
pital, the rate being higher in the latter instance. As to pensions, 
degree of disability is a factor in determining the rate; and no pen- 
sion is payable if the injury is less than twenty per cent disabling. 


The speed with which this legislation was enacted affords evidence 
not only of its need but of its meritorious purpose. 


Mary-AGNEs Brown. 


SPEAKING MOTIONS UNDER NEW FEDERAL RULE 12(b) (6) 


Can a motion to dismiss under Rule 12(b) (6)? be based on mate- 
rial outside the pleadings, such as affidavits, stipulations, depositions, 


18§8, Personal Injuries Act, supra note 1. 


1 This rule deals with defenses and objections, and paragraph (b) reads as 
follows: “Every defense, in law or fact, to a claim for relief in any pleading, 
whether a claim, counterclaim, cross-claim, or third-party claim, shall be asserted 
in the responsive pleading thereto if one is required, except that the following 
defenses may at the option of the pleader be made by motion: (1) lack of 
jurisdiction over the subject matter, (2) lack of jurisdiction over the person, 
(3) improper venue, (4) insufficiency of process, (5) insufficiency of service 
of process, (6) failure to state a claim upon which relief can be granted. A 
motion making any of these defenses shall be made before pleading if a further 
pleading is permitted. No defense or objection is waived by being joined with 
one or more other defenses or objections in a responsive pleading or motion. 
If a pleading sets forth a claim for relief to which the adverse party is not 
required to serve a responsive pleading, he may assert at the trial any defense 
in law or fact to that claim for relief.” 

Paragraph (c) of the same rule provides that “After the pleadings are closed 
but within such time as not to delay the trial, any party may move for judg- 
ment on the pleadings.” Since the propriety of using affidavits under this para- 
graph appears to present the same problem as that raised under (b) (6) and 
since affidavits will not ordinarily be offered with a motion under (c), no 
further mention of it seems necessary, except to note that Judge Clark recently 
held that affidavits could be used with such a motion. Palmer v. Palmer, 
31 F. Supp. 861 (Conn. 1940). Accord: 1 Moore, FepERAL Practice (1938) 
651. Contra, Chandler v. Cutler-Hammer, 31 F. Supp. 451 (E. D. Wis. 1940). 
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and answers to interrogatories?? A negative answer will resurrect 
the rule of common law pleading prohibiting “speaking demurrers.”* 
This question is of prime importance even to those who are not 
specialists in federal procedure since the rulings of the courts on 
this question will substantially affect the total cost in time and money 
of future litigation in the federal courts. Further, the decisions 
will serve as an accurate indicator of the inclination of the federal 
courts to carry out, when interpreting the rules as a whole, the 
mandate of Rule 1 that they “shall be construed to secure the just, 
speedy, and inexpensive determination of every action.” 

How important this question can become in a particular case is 
well illustrated in Polk Company v. Glover,* where an injunction 
was sought to prevent the enforcement of a state statute on the ground 
that it was unconstitutional. A motion to dismiss, accompanied by 
affidavits, lead to dismissal, but on appeal the Supreme Court of the 
United States reversed the decree, on the procedural point that 
the court was not at liberty to consider “affidavits or the other evi- 
dence” on a motion to dismiss under former Equity Rule 29. In 
his dissenting opinion, Justice Black said: 


The important consequences of this remand raise far more 
than mere questions of procedure. State laws are continually 
subjected to constitutional attacks by those who do not wish to 
obey them. Accordingly, it becomes increasingly important to 
protect state governments from needless expensive burdens and 
suspensions of their laws incident to federal court injunctions 
issued on allegations that show no right to relief. 


Speaking Demurrers Prior to the New Rules 


Before the beginning of English procedural reform, a demurrer 
always resulted in judgment. To demur, defendant had to admit 
the allegations of fact in the pleading demurred to and take issue on 
the sole question of their legal sufficiency. Special demurrers reached 
defects of form, as well as defects of substance; general demurrers, 
only defects of substance; “speaking demurrers” were not allowed. 
Plaintiff recovered judgment when the demurrer was overruled; 
defendant, if it was sustained. Obviously, under such demurrer 
practice, there was a powerful incentive for drawing proper declara- 
tions and counsel for defendant could risk a demurrer only to clear 
defects of form or substance. 


2 For a recent discussion of this matter, see Pike and Fischer, The “Speak- 
ing Motion” (1940) 3 F. R. Serv. 12b.33. 

3“Tf the demurrer recites facts not in the bill by way of defense, it is called 
a ‘speaking demurrer,’ and the new facts cannot be considered.” Richardson v. 
Loree, 94 Fed. 375, 379 (C. C. A. 5th, 1899). 

4305 U. S. 5, 11, 59 Sup. Ct. 15, 83 L. ed. 6 (1938). 





176 THE GEORGE WASHINGTON LAW REVIEW 


This concept of demurrer, as a means for finally disposing of a 
case, gave way in more recent times to the idea that cases should 
be decided on their real issues rather than on technicalities of plead- 
ing. The demurrer, while retained in form both at common law 
and in most of the codes, was no longer directly productive of judg- 
ment in all cases. Plaintiff was given an opportunity to amend 
his pleading when a demurrer was sustained, and defendant was 
allowed to plead after a ruling against him on demurrer, without 
running the risk of the demurrer being used as an evidentiary ad- 
mission at trial. Final judgment was rendered only where the losing 
party declined to plead further or replead.’ Under modern demurrer 
practice, errors in pleading and unwarranted demurrers increased 
because there were no serious penalties for either. Besides causing 
great delay in many cases, demurrers finally disposed of only an 
insignificant proportion of the total number of cases in which they 
were used. Both at common law and under the codes, “speaking 
demurrers” continued to be banned.’ 

The use of demurrers in equity was somewhat similar to that at 
law. In view of this fact, it was to be expected that the former 
Federal Equity Rules, although abolishing demurrers, should provide 
for an equivalent by motion to dismiss limited to questions of law 
arising on the face of the pleading.® 


Development of Motion for Summary Judgment with Affidavits 


With the passing of the rule as to final judgment on demurrer, 
lower courts were confronted more frequently with the situation of 
a defendant who filed a “speaking demurrer” to a complaint, where 
plaintiff clearly could not deny the statements of fact in the “speak- 
ing demurrer.””’ Some lower courts became impatient with rules of 
procedure which permitted a plaintiff to hold a defendant in court 
when the complaint stated no claim upon which relief could be 
granted in fact and sustained “speaking demurrers,” instead of over- 
ruling them in accordance with tradition. Perhaps many such de- 
cisions were not appealed, but appeals invariably resulted in a 
reversal because of the old rule.® 

Experience showed that there was a definite need for procedure 
by means of which a defendant, confronted with a complaint stating 


5 Pike, Objections to | ees Under the New Rules of Civil Procedure 

(1937) 47 Yate L. J. 50 
6 CLaRK, CODE PLEADING _. ie! Atkinson, Pleading the Statute of 

Limitations (1927) 36 Yae L. J. 9 

7 See cases cited in 1 Moore, Aaa hg PRACTICE (1938) 645, n. 4. 

8 CLEPHANE, Equity Pieapinc (1926) 

9 Metropolitan Life Ins. “+ As Perrin, 183 ‘So. 917 (Miss. 1938) ; Grimes v. 
Taylor, 282 N. W. 346 (Ia. 1938). 
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no claim in fact, could challenge plaintiff to show there was a genuine 
issue of fact. Similarly, a plaintiff often wished to question a defense 
on the same ground. To remedy this situation, a number of states, as 
well as England, decided to allow a motion for summary judgment 
with affidavits, permitting a plaintiff to show that an answer pre- 
sented no real defense.*° In New York there was also provided a 
motion for judgment supported by affidavit, by which a defendant 
can raise issues of fact not apparent on the face of the complaint, 
to show not only abatable matter but also defenses on the merits 
such as res judicata, statute of limitations, release, statute of frauds.** 
Rule 56 of the new Federal Rules provides a motion for summary 
judgment with or without affidavits. This motion is available to 
both plaintiff and defendant when either proposes to show there is 
no genuine issue of fact except as to the amount of damages. Thus 
in the guise of a motion for summary judgment with affidavits, the 
“speaking demurrer’ has become accepted practice in some states 
and in the federal courts.” 


Authorities Approving Speaking Motions under Rule 12(b) (6) 


There has been only one case squarely approving the use of a 
“speaking motion” under Rule 12(b) (6), and before referring there- 
to it seems advisable to present the basis for such a decision. This 
is clearly shown by the following quotations from the leading treatise 
on the rules and the remarks of the Reporter to the Advisory Com- 
mittee, appointed by the Supreme Court for the purpose of drafting 
the rules. Professor James W. Moore, whose service as chief as- 
sistant to the reporter enables him to find a full account of the 
purpose of this rule argues as follows: ** 


It is to be noted that Equity Rule 29 authorized only defenses 
in point of law arising upon the face of the bill to be made by 
motion. On the other hand Rule 12(b) authorizes every defense 
in law or fact to be made in the responsive pleading, and then au- 
thorizes certain of those defenses to be first made by motion, if 
the party is so advised. The scope of Rule 12(b) is as broad as 
the field of defense. Unless a motion may be accompanied by 
affidavit or make reference to depositions on file in the case, its 
utility is seriously impaired. For example, a complaint, third- 
party complaint, or an answer which contains a counterclaim or 
cross-claim need never contain any allegation relative to venue. 
Therefore, unless a “speaking motion” can be used, the defense 


10 CrarK, Cope PLeapinc (1928) 382; Clark and Samenow, The Summary 
Judgment (1929) 38 Yate L. J. 423. 

11 CLarRK, CopE PLeapInG (1928) 386. 

12 But see the peculiar dictum as to Rule 56 in Charles Blum Adv. Corp. v. 
L. & C. Mayers, Inc., 25 F. Supp. 934 (E. D. Pa. 1938). 

131 Moore, FeperaL Practice (1938) 646-7. 
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of improper venue would nearly always have to be made in the 
pleading. In fact, most of the other defenses enumerated in (1)- 
(5) will in most cases not appear from the face of the pleading 
or process. If the “speaking motion” is warranted to raise de- 
fenses (1)-(5), it is warranted to raise defense (6), 1. ¢., failure 
to state a claim upon which relief can be granted: to perform 
the office of a “speaking general demurrer,” for (b) makes no 
distinction between the motion which raises defenses (1)-(5) 
and the motion that raises defense (6). Furthermore Rule 
56(b) authorizes a defending party to “move with or without 
supporting affidavits for a summary judgment” at any time. It 
would be quibbling to hold that Rule 12(b) does not authorize a 
motion raising defense (6) to be accompanied by an affidavit that 
the statute of limitations had run, or that the claim was barred 
by res judicata. The adequate presentation of defenses enumer- 
ated in (b) can only be effected by a “speaking motion.” 


Commenting on Rule 12(b)(6) in particular, Judge Charles E. 
Clark said :** 


Clearly a motion may be used for this purpose under Rule 56 
(Summary Judgment). . . . It does not seem very important 
to distinguish between the rules if the motion is available any- 
how, since it seems to me clearly that motions under Rule 56 and 
under Rule 12(b) can be joined and heard together, if desired. 
Nevertheless, I think motions under Rule 12(b) may be sup- 
ported by affidavits presenting relevant facts bearing upon the 


objections listed therein. The rule states that “every defense, 
in law or fact,” shall be asserted in the responsive pleading, if 
any, “except that the following defenses” may optionally be made 
by motion, and thereupon are listed the six defenses, of which 
five are matters of jurisdiction or venue very often not apparent 
on the face of the sumntons or complaint. Textually, therefore, 
it would seem that the broad language at the beginning, referring 
to every defense, in law or fact, carries over to the defenses 
specially listed, which can be made either by motion or in the 
responsive pleading. Rule 6(d) provides generally that motions 
may be supported by affidavits. . . . 

. . . the former Equity Rule 29 . . . was limited to de- 
fenses in point of law arising upon the face of the bill and hence 
was no broader than the old demurrer. . . . 

. . as to Rule 12(b) (6), the objection of failure to state 
a claim upon which relief can be granted . . ., I believe affi- 
davits, whether or not they contain facts or might have violated 
the old common law against speaking demurrers, can be consid- 
ered as they may explain and make understandable the claims set 
forth in the pleadings. It would be unfortunate if the new pro- 
cedure, which is designed to be flexible and untechnical, should 


14 PROCEEDINGS OF INSTITUTES, FEDERAL RULEs oF Civit ProcepURE, WASH- 
INGTON AND New York (A. B. A. 1939) 74, 75. See also the statements of 
Clark, J., in United States Trust Co. v. Sears, 29 F. Supp. 643 (Conn. 
1939), and in Palmer v, Palmer, supra note 1. 
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be construed so that each of the various new devices here pro- 
vided for speedy determination of law suits are held to be sep- 
arate, isolated things, not complements of each other to be em- 
ployed freely as circumstances may make them useful. Just as a 
plaintiff making a claim is to be accorded the full relief to which 
he is entitled in a litigated matter so an opposing party should be 
accorded his full counter-relief on a single motion. 


Judge Armistead M. Dobie, who also served as a member of the 
Advisory Committee, concurs with Judge Clark. Referring to Rule 
12(b) (6), failure to state a claim upon which relief can be granted, 
with his usual frankness, he pointed out that: 


This last, of course, is our old friend (or to be more accurate, 
our ancient enemy) general demurrer, now done to death, along 
with pleas and exceptions for insufficiency (Rule 7(c) ). The 
motion to dismiss is now proper, even when the ground does not 
appear in the face of the pleading, in which case the motion must 
be accompanied by supporting affidavits (Rule 6(d) ).*° 


In Alabama Independent Service Station Association v. Shell Pe- 
troleum Corporation"® the court adopted the view that Rule 12(b) (6) 
in its terms allows the use of affidavits, saying: 


This rule differs significantly from the former Equity Rule 29 

. in that the latter provided only for “every defense in 

point of law arising on the face of the bill” by motion. We are 

of the opinion that the affidavits, depositions, and answers to 

interrogatories may be considered here on all of the motions, the 

— being within the terms of Rule 12(b) defenses in law and 
act. 


The motion was denied on its merits. 


Authorities against Speaking Motions under Rule 12(b)(6) 


Judge George Donworth, who participated in the drafting of the 
rules as a member of the Advisory Committee, has made the strong- 
est presentation of the view that Rule 12(b)(6) is merely the old 
general demurrer and that affidavits cannot be used in support of 
a motion under this rule. In speaking at the Washington Institute,'’ 
he made the following statements: 


This defense is the old general demurrer in a new form. A 
demurrer takes the complaint as it is. If you wish to use affi- 
davits, you would have to apply for summary judgment or for a 
pretrial hearing where the court may consider whether the de- 


on Dobie, The Federal Rules of Civil Procedure (1939) 25 Va. L. Rev. 261, 


16 28 F. Supp. 386 (N. D. Ala. 1939). 
17 PROCEEDINGS OF INSTITUTES, FEDERAL RULES oF Civit ProcepureE, WASH- 
INGTON AND New York (A. B. A. 1939) 300, 302. 
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nials are in good faith and whether there is a real issue or 
re 

. . . For purposes of the motion [under Rule 12(b) (6) ], 
the statement in the pleading is taken as true. . . . The expres- 
sion “failure to state a claim upon which relief can be granted” 
is used not only in Rule 12(b)(6) but also in Rule 12(h)(1). 
The words “failure to state a claim” were, I think, carefully 
chosen in each case. In my opinion they exclude the idea that 
any issue of fact is involved when the court is asked to decide 
whether a claim is stated in the pleading attacked. I do not think 
the rules contemplate that the treatment of this objection pro- 
vided for in Rule 12(b)(6) and in Rule 12(h)(1) covers the 
same ground as the pre-trial and summary judgment provisions 
in Rule 16 and Rule 56. It seems clear to me that the aim of 
Rule 12(b)(6) and of Rule 12(h)(1) is to enable a party to 
raise an issue of law and not of fact, and to prevent the injustice 
of holding a party in court (with incidental subjection to dis- 
covery, contempt proceedings, and other procedural vexation) 
when the adverse party’s pleading is in law a plain nullity. I 
see no reason why the many decisions made under former Equity 
Rule 29 holding that affidavits cannot be considered on such a 
motion to dismiss will not be followed in applying the rules 
which we are now considering. 


The chief defect of this statement is that it ignores completely 
Rule 7(c). Since that rule provides that demurrers are abolished, 
all the common law limitations as to the scope of a demurrer no 
longer exist except as they are specifically preserved in other rules. 
Rule 12(b) (6) does not retain the old general demurrer limitations 
of accepting the pleading allegations as true and prohibiting con- 
sideration of matter outside the pleadings. The terms “failure to 
state a claim upon which relief can be granted” provide no such 
limitations since they apply to both failure to state on the face of 
the pleading a claim upon which relief can be granted as a matter of 
law and failure to state a claim upon which relief can be granted 
as a matter of fact. On the other hand, Equity Rule 29 expressly 
preserved the demurrer limitations, and decisions interpreting the 
limitations in that rule are not pertinent to Rule 12(b) (6)."8 

All agree with Judge Donworth that a party should be allowed 
to object to an opponent’s pleading which in law is a nullity. In 
such a case a motion can be made either under Rule 12(b) (6) or 
Rule 56(b). In this respect these rules clearly overlap. In other 
respects Rules 56 and 16 overlap. There can be no basis for con- 
tending that any two of the rules do not overlap. In fact overlapping 
in the rules is desirable because it produces flexibility. Even if 


18 In accord with Judge Donworth: 3 OHLINGER, FepeRAL Practice (1939) 
168; SrmxKrns, Feperat Practice (3d. ed. 1938) 274; Epmunps, FEDERAL 
Rutes or Civit Procepure (1938) 527. 
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Judge Donworth’s argument as to the meaning of the terms of 
Rule 12(b)(6) were unassailable, insistence on distinction between 
Rules 56(b) and 12(b) (6), where a speaking motion is undoubtedly 
available under the former, is inconsistent with the requirement of 
Rule 1 that the Rules “shall be construed to secure the just, speedy, 
and inexpensive determination of every action.” 

The cases supporting Judge Donworth’s view cite no reasons other 
than the one given by him. As shown below, the facts of these cases 
clearly demonstrate that the only practical result of this interpreta- 
tion of Rule 12(b) (6) is useless delay. 

In the case of McConville v. District of Columbia,”* the complaint 
was for a mandatory injunction to compel defendants to refund taxes 
erroneously collected over a period of approximately eleven years. 
A motion to dismiss the complaint was filed and attached thereto. 
A stipulation was signed by counsel for plaintiff and defendant setting 
forth that sometime after the action was brought, defendant refunded 
to plaintiff the amount of taxes erroneously collected during the last 
three years. The grounds for the motion discussed by the court 
were that the complaint failed to state a claim against defendants 
upon which relief can be granted and that it showed on its face 
that the claim was barred by the statute of limitations and laches. 

In denying the motion, the court said: 


The motion to dismiss tests the sufficiency of the complaint to 
state a claim entitling the plaintiff to relief. In order to decide 
the question argued by counsel in support of the motion, it is 
necessary to go outside the complaint and supply facts from a 
stipulation entered into by the parties to the effect that the Dis- 
trict has refunded taxes eroneously collected for the past three 
years. A ground of the motion is that the plaintiff is barred by 
laches from recovering taxes erroneously paid prior to that time. 
The case made by the complaint includes taxes erroneously paid 
during the three-year period. 

The motion to dismiss under the federal rules is essentially 
the same as the demurrer in the early equity practice. To bring 
in matter not alleged or appearing in the complaint by demurrer 
resulted in a speaking demurrer which in the early equity prac- 
tice is ordinarily overruled because it is a speaking demurrer.”° 


The Pennsylvania decision relied on in the McConville case, al- 
though of the vintage of 1907, has never been cited in any other 
case. It is remarkable that the court should rely on a never-cited 
case, when its task was to interpret the rules as written, not as they 
might have been written. Manifestly, the decision is unsound as 


1926 F. Supp. 295 (D. C. 1938). 


20 The court cited at the end of this paragraph the case of Pew v. Minor, 
216 Pa. 343, 65 Atl. 787 (1907). 
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its only result is to produce delay, which the language of the opinion 
shows to be unjustified because there was no genuine issue of fact 
before the court. Yet, Wheaton cites the McConville case with im- 
plied approval ;** Holtzoff,?* with express approval. 

In the case of Sherover v. John Wanamaker,” the complaint 
alleged infringement of patents and a more definite statement spec- 
ified that a certain article sold by the defendant infringed the patents 
in suit. Defendant filed a motion to dismiss for failure to state a 
claim upon which relief can be granted, the motion being accompanied 
by a sample article and an affidavit to the effect that this was a sam- 
ple of the article alleged by plaintiff to infringe his patents. Defend- 
ant asked the court to rule as a matter of law that none of the claims 
of the patents in suit were infringed by defendant’s article. In deny- 
ing the motion the court said: 

I think that defendant has mistaken his remedy. . . . The 
motion to dismiss a claim under Rule 12(b)(6) must be based 
on the pleading and may not be aided by affidavits.** 

I think that defendant’s remedy, if it wishes to have the issue 
of infringement determined on motion, would be under Rule 


56(b) by way of a motion for summary judgment. That motion 
may be made with supporting affidavits. 


This decision produces no result other than delay. It says in effect 
that if defendant renews his motion with the words “Rule 56” sub- 
stituted for “Rule 12(b) (6)” in his papers, then it will require 
plaintiff to oppose on the merits of the motion. It seems unnecessary 
to remark on the unreasonableness of such a decision. 

However, the most important aspect of this decision is its applica- 
tion of the doctrine of stare decisis to the New Rules, in relying 
solely on the McConville decision. Such judicial practice is the sub- 
ject of an emphatic comment in Delaney v. Markham & Callow,” 
where the court said that decisions rendered by other federal courts 
as to the new Rules should not be given effect except when they con- 
stitute “enlightening constructions” of the Rules. In declaring the 
doctrine of stare decisis inapplicable, the court further said: 

If that were the course of decision under the Rules, the sad 


experience under the codes of civil procedure would be repeated. 
The text of the rules would soon be overlaid by the interpretative 


oa. Federal Rules of Procedure Interpreted (1939) 25 Corn. L. Q. 


22 Hottzorr, New FEDERAL ProcepuRE AND THE Courts (A. B. A. 1940) 
am Holtzoff, Practice under the Federal Rules of Civil Procedure (1940) 
20 B. U. L. Rev. 179, 202. 

23 29 F. Supp. 650 (S. D. N. Y. 1939). 

24 = this point the court cited McConville v. District of Columbia, supra 
note 19. 

257 Law Week 686 (Ore. 1939). 
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decisions until in time it would be fixed like concrete and no 
further movement would be possible. Reversals in appellate 
courts would follow as they did under the codes, not because the 
text of the rule was not applied to the particular situation, but 
because some decision as to interpretation was not followed. 
Then the system would have to be set aside because it had be- 
come “archaic” and a new set of rules would have to be drawn. 


Judge Leibell, who decided the Sherover case, has since cited that 
case as authority for refusing to consider affidavits on a motion to 
dismiss in Sheehan v. Municipal Light and Power Co.”* 

Previous to the Sherover decision, Judge Laibell had indicated in 
Mahoney v. Bethlehem Engineering Corporation” that a motion to 
dismiss under Rule 12 (b) (6) “should be decided on the complaint 
alone.” Since there is nothing in the opinion to show that affidavits 
were filed, this appears to be a dictum so far as the use of supporting 
affidavits is concerned. But the facts of the case show that final dis- 
posal could have been legitimately expedited by allowing affidavits. 
A trustee in bankruptcy filed a complaint alleging breach of contract. 
Defendant moved to dismiss the complaint under Rule 12(b) (6) on 
the basis of matter not appearing in the complaint, namely, that as 
this contract was to be wholly performed in Massachusetts, and the 
bankrupt was not a party to the agreements, it could not sue upon 
them under the Massachusetts law. Plaintiff, relying on the line of 
cases following Lawrence v. Fox, contended that as the contract was 
made in New York and was to be at least partially performed there, 
the law of that state applied. 

The Mahoney dictum is extremely arbitrary in that it gives no 
reason for its interpretation of Rule 12(b) (6), merely citing a 
case”® decided by the same judge which permits the consideration of 
a bill of particulars under this rule, but does not contain even a dictum 
pertinent to the proposition for which it is cited in the Mahoney case. 
According to the procedure required by the Mahoney opinion, if 


26 (1940) 3 F. R. Serv. 12b.33, case 1 (S. D. N. Y. 1940). 


2727 F. Supp. 865 (S. D. N. Y. 1939). The court said: “I find it impos- 
sible to determine from the complaint or from the two agreements annexed 
thereto where the alleged agreements were made or where the monies were to 
be advanced. A motion to dismiss a complaint for failure to state a claim 
should be decided upon the complaint alone, or, if a bill of particulars has been 
served, upon the complaint as supplemented by the bill of particulars. Reilly v. 
Wolcott, S. D. N. Y. decided March 27, 1939. In view of the absence of 
allegations necessary for its determination, I am of the opinion that the motion 
to dismiss the complaint for failure to state a claim upon which relief can be 
granted should be denied without prejudice and that the plaintiff should be 
directed to serve a bill of particulars setting forth the place where it is claimed 
the alleged contracts were made and where the monies were to be advanced. 
. . . Upon the service of the bill of particulars, as hereinafter provided, the 
defendant may renew this motion, if it so desires.” 

28 Reilly v. Wolcott, 1 F. R. D. 103 (S. D. N. Y. 1939). 
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plaintiff's bill of particulars, when served as directed by the court, 
admits the facts which defendant alleged at the hearing on the motion, 
then defendant could renew his original motion under Rule 
12(b)(6). If plaintiff's bill of particulars, when served, is incon- 
sistent with defendant’s view of the facts, then defendant could never- 
theless renew his original motion with affidavits under Rule 56(b). 
Result? Delay—delay which could easily have been avoided by re- 
quiring plaintiff to oppose defendant’s original motion on its merits 
by affidavits. 

While the decision in Nielson v. Farley*® does not present a hold- 
ing that affidavits may be used with a motion under Rule 12(b) (6), 
it is worth mentioning because it admits that such a motion has the 
same effect as a motion for summary judgment under Rule 56(b). 
Further, the point actually decided was that a motion with affidavits 
by both parties under Rule 12(b) (6) would be treated as if brought 
under Rule 56(b).*° This decision, therefore, lends strong support to 
the view that it is unimportant to distinguish between the rules if a 
motion with supporting affidavits is available anyhow. The facts of 
the case also forcefully illustrate Professor Moore’s argument that it 
would be quibbling to contend that the terms of Rule 12(b) allow 
consideration of matter not appearing on the face of a complaint 


under Rule 12(b) (1)-(5)* and bar consideration of such matter 
under Rule 12(b) (6). 


2926 F. Supp. 948 (S. D. N. Y. 1939). The complaint stated a claim 
against defendants, as trustees of a steamship company and also as trustees of 
a subsidiary company, for injuries suffered by plaintiff while he was working 
on a ship owned by the subsidiary company. Defendants filed a motion to dis- 
miss the complaint under Rule 12(b)(2) for lack of jurisdiction over the 
persons of the defendants as trustees of the subsidiary company and under Rule 
12(b) (6) for failure to state a claim upon which relief can be granted. De- 
fendants’ moving papers, including affidavits, showed that prior to the com- 
mencement of this action the defendants had fully accounted and had been dis- 
charged as trustees of the subsidiary company by the court appointing them. 
The propriety of considering matter outside the complaint on a motion under 
Rule 12(b)(2) was not questioned and the court granted this part of the 
motion on the ground that defendants no longer had any capacity to be sued 
as trustees of the subsidiary company’s property where plaintiff in effect was 
suing to have his claim paid out of that property. As to the motion under 
Rule 12(b) (6), plaintiff, in answering affidavits, claimed that he was em- 
ployed and paid by the defendants as trustees of the steamship company, and that 
defendants as trustees of both companies exercised management and control over 
the ship at the time he was injured. The court found that the complaint on its 
face set forth a claim sufficient in law but did not decide whether Rule 12(b) 
(6) in its terms allows the use of affidavits, saying: “On this branch of the 
case the defendants’ motion is in effect one for summary judgment under 
Rule 56, and it will be treated as if it had been called what it really is.” The 
motion was then denied on its merits. 

80 See in accord: Pike and Fischer, supra note 2. 


31 See Miller v. Minerals Separation, Ltd., 275 Fed. 380 (N. D. Cal. 1921); 
KVOS, Inc., v. Associated Press, 299 U. S. 269, 57 Sup. Ct. 197, 81 L. ed. 183 
(1936). These cases hold that even under old Equity Rule 29 abatable matter 
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Conclusion 


Rule 12(b) (6), considered in the light of Rule 56(b), as well as 
Rules 6(d), 7(c) and 43(e), should be held to permit “speaking 
motions,” because there is no provision against the use of affidavits. 
To continue to allow affidavits where there is a defense of lack of 
jurisdiction over the person or subject matter, etc., under Rule 
12(b) (1)-(5), and refuse to consider them where there is a defense 
of failure to state a claim upon which relief can be granted, under 
Rule 12(b) (6), is likely to make for troublesome cases in which it 
will be hard to decide whether the defense presented by affidavits is 
jurisdictional or relates to the merits.** Realization that the use of 
supporting affidavits is conceded to be proper when a motion is made 
under Rule 56(b) should prevent insistence on distinction between 
this rule and Rule 12(b) (6), when it will be productive of nothing 
more than delay. Comments by Justice Black, Judge Clark and 
Professor Moore show conclusively that Rule 12 (b) is not the 
equivalent of old Equity Rule 29 and that decisions under that rule 
can no longer be considered as authority, any more than decisions in 
states following ordinarv common law or code pleading. The con- 
trary view, expressed in a few decisions by district courts and in bare 
statements by authors of textbooks, finds no support in the rules and 
runs counter to the spirit which led to their adoption. It is to be 
hoped that the Supreme Court will give the matter careful considera- 
tion at the first opportunity. 

GeorGE C. ROEMING. 


PICKETING AND FREE SPEECH 


Legislative and judicial sympathy for Labor seems to occur in well 
defined historical waves. One such wave began in the period imme- 
diately prior to the “New Freedom” of the Wilson period, ending 
with the period of the last World War.’ A similar period began in 
1932, continued through the “New Deal” era, and definitely began 


could be shown by affidavits. For similar view as to Rule 12(b) (1)-(5), see 
Pike and Fischer, supra note 2. Contra, as to Rule 12(b)(1), Sun Oil Co. 
v. Pfeiffer, 1 F. R. D. 119 (W. D. Okla. 1939). 


32 See Sperry Gyroscope Co. v. Arma Engineering Co., 271 U. S. 232, 46 Sup. 
Ct. 505, 70 L. ed. 922 (1926). 


1 Notable among these statutes were the Clayton Act, 38 Stat. 730 (1914), 
? vs" oe ay (1934) ; and the Adamson Act, 39 Stat. 721 (1916), 45 U. S. 
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to recede in 1938.2, The two periods are strikingly similar, although 
in the former, the economic depression which gave rise to the legis- 
lation was not as long or severe, nor the legislation as “liberal” as the 
more recent “depression” and its accompanying legislation. In both 
cases, war or proximity to war, called a halt to the progress. There 
remain some curious relics of that earlier period on the statute books. 
Arizona, for example, enacted by initiative in 1915, a law*® making it 
a high misdemeanor for any employer to discharge an employee for 
union affiliation. The constitutionality of this statute has only re- 
cently been challenged in the Arizona courts.‘ 

From the passage of the Norris-LaGuardia Act in 1932 until 1938, 
legislatures and courts alike granted new liberties to labor. In 1938, 
after a number of states quit the “New Deal” column, the process be- 
gan to work in reverse. Wisconsin and Pennsylvania amended their 
“little Wagner Acts” along the lines favored by the National Asso- 
ciation of Manufacturers. Minnesota and Michigan enacted similar 
statutes. The state of Oregon enacted in 1939, by initiative, the so- 
called Oregon “Anti-Picketing” law,® a measure sponsored by the 
Associated Farmers, Inc.,® and wholly supported, financially, by an 
organization known as the “Oregon Businessmen’s Council,” as the 
records of the Secretary of State of Oregon reveal.” 

On a national scale, the Department of Justice procured its first 
indictments under the anti-trust laws against labor unions in the au- 
tumn of 1939. With the exception of a few racketeering cases like 
Local 167 v. U. S.,8 this marked the first occasion upon which the 
present administration had employed the Sherman Act against labor 
unions. Whether or not it is agreed that these laws were not de- 
signed or intended to be applied to union activities, it cannot be de- 
nied that the present indictments do mark a turn in the government’s 
attitude towards the labor problem in general. This trend is further 


2 a ary statutes are the Norris-LaGuardia Act, 47 Stat. 70 (1932), 
29 ¥ C. §10 (1934); The Railway Labor Act, 48 Stat. 926 (1934), 45 
U. & fist (1934) ; and The National Labor Relations Act, 49 Stat. 449 
Voss). 29 U.S. C. Supp. § 151 (1939). 

3 § 4882 Rev. Code of Arizona (1928). 

*A case is pending in the Superior Court of Maricupa County, Arizona, in 
omg FS validity of the statute has been challenged. State v. Menderson, Doc. 

0. : 

5C. 2, Oregon Laws of 1939. 

6 For a discussion of Legislation Protection of the Agricultural Laborer see 
(1940) 8 Geo. Wasu. L. Rev. 1060 et seq. 

7On October 25, 1940, the Supreme Court of Oregon, in the case of 
A. F. of L. v. Bain, declared the Oregon measure unconstitutional on the basis 
of the Supreme Court’s interpretation of the Fourteenth Amendment in the 
Thornhill case. See case note on A. F. of L. v. Bain (1940) 9 Geo. Wasu. 
L. Rev. 235, infra. 

8291 U. S. 293, 54 Sup. Ct. 396, 78 L. ed. 804 (1934). 
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illustrated by the action of the House of Representatives in passing 
the so-called Smith amendments to the N. L. R. A. 

Thus, the two cases, Thornhill v. Alabama,® and Carlson v. People 
of California,® decided April 22, 1940, by the Supreme Court, must 
be read and understood in their historical setting..t These decisions, 
so favorable to labor, were rendered at a time when legislatures and 
courts alike show that the tide is turning in the other direction. It is 
the purpose of this article to analyze how far, if at all, the holdings 
in the two cases will serve to stem the tide of anti-labor legislation, 
and whether the principles enunciated in them are firm enough to 
withstand what the court’s opinion calls the “circumstances of our 
times.” 

It is possible that the temper of the Supreme Court itself is chang- 
ing, as regards the issues of civil liberties. The Thornhill case, which 
was decided as a civil liberties case, seems to mark the end of a phase 
in the history of judicial attitudes. That is most clearly shown by 
the court’s opinion in the Flag Salute case, Minersville School Dis- 
trict v. Gobitis,* decided at the end of the last term. Without going 
into that decision, it can be fairly stated that the line of reasoning 
therein followed approximates more closely the World War sedition 
and free speech cases than it did the line of reasoning followed by the 
Court in the well known Hague,’* Schneider, ** and Lovell v. Griffin * 
cases. 

The issue in the Thornhill and Carlson cases was whether a state 
may enact a statute which categorically prohibits all picketing pur- 
suant to labor disputes. The Thornhill decision is the more important 
of the two, since the decision in the other was based upon the Thorn- 
hill case, and the statutes under scrutiny were substantially identical. 
The Alabama law read as follows: 


Section 3448. Loitering or picketing forbidden—Any person 
or persons, who, without just cause or legal excuse therefor, go 


® 310 U. S. 88, 60 Sup. Ct. 736, 84 L. ed. 659 (1940). 

10 310 U. S. 106, 60 Sup. Ct. 746, 84 L. ed. 668 (1940). 

11 The reader is warned that these two cases are not here discussed from the 
standpoint of the conflict between state police power and federal constitutional 
powers to invalidate state statutes. Such a discussion would be of great inter- 
est from the doctrinaire, constitutional law point of view. The author has 
here attempted to deal with the problems raised by these cases from a “functional” 
labor point of view, the primary consideration being the practical effect that 
the decisions will have upon the course of law and labor legislation. Although 
the opinions are properly included within the great series of Civil Rights cases, 
they are the first instances of where the principles of Civil Rights have been 
applied by the Supreme Court directly to the question of picketing. Hence, the 
picketing, rather than the constitutional aspects of the cases are here stressed. 

1260 Sup. Ct. 1010, 84 L. ed. 555 (U. S. 1940). 

13 Hague v. C. I. O., 307 U. S. 496, 59 Sup. Ct. 954, 83 L. ed. 1423 (1939). 

14 Schneider v. State, 308 U. S. 147, 60 Sup. Ct. 146, 84 L. ed. 115 (1940). 

15 Lovell v. Griffin, 303 U. S. 444, 58 Sup. Ct. 949, 82 L. ed. 949 (1938). 
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near to or loiter about the premises or place of business of any 
other person, firm, corporation, or association of people, engaged 
in a lawful business, for the purpose or with the intent of influ- 
encing, or inducing other persons not to trade with, buy from, 
sell to, have business dealings with, or be employed by such per- 
sons, firm, corporation, or association, or who picket the works 
or place of business of such firms, corporations, or associations 
of persons, for the purpose of hindering, delaying, or interfering 
with or injurying any lawful business or enterprise of another, 
shall be guilty of a misdemeanor; but nothing herein shall pre- 
vent any person from soliciting trade or business for a competi- 
tive business. 


Under this statute, the Defendant Thornhill, was convicted and 
sentenced to seventy-nine days in jail. The facts of the case are beau- 
tifully simple, and could not have been better adapted for review by 
the Supreme Court. Briefly, they are these: There was a strike, 
presumably legal. The Defendant was on a picket line. The com- 
plaining witness approached him. The Defendant said “They were 
on strike and did not want anybody to go up there to work.” All 
this took place in a peaceful and quiet fashion. Upon this evidence, 
the conviction was obtained, despite the Defendant’s demurrer and 
plea of Not Guilty. 

The Defendant relied solely upon the contention that the statute in- 
volved was unconstitutional, as depriving him of his right of free 
speech under the Fourteenth Amendment. The circuit court to which 
the case was appealed upheld the trial court. The opinion of the cir- 
cuit court was short, and cited two cases, O’Rourke v. City of Birm- 
ingham,’® and Hardie-Tynes Mfg. Co. v. Cruise," which had pre- 
viously upheld the same statute. The Supreme Court of Alabama re- 
fused to grant certiorari. From that refusal, a petition was filed with 
the Supreme Court, which granted certiorari. 

The O’Rourke and Hardie-Tynes cases were decided upon the 
grounds that all picketing is violent, per se, and that the police power 
of the state may be invoked to forbid any and all picketing. The Su- 
preme Court of Alabama, in the latter case, stated: 


Perhaps our Legislature has taken the view, adopted by some 
of the courts, that in actual practice there is and can be no such 
thing as peaceful picketing or peaceful persuasion. Certainly 
this is the effect of our statutes. 


As the opinion in the Thornhill case points out, the Alabama statute 
had been used to prohibit picketing by one man, carrying a truthful 
sign, and speaking to no one. 


1627 Ala. App. 133, 168 So. 206 (1936). 
17 189 Ala. 66, 66 So. 657 (1914). 
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It is, therefore, important to see that the Supreme Court had before 
it in the Thornhill case solely the question of “peaceful” picketing: 
The State of Alabama made no issue of the legality of the strike, and 
there was no charge of fraud, violence, or coercion beyond the state’s 
contention that Thornhill’s peaceable acts constituted violence per se, 
even though he threatened no one. The case, therefore, has none of 
the difficulties of most picketing cases, which involve picketing in the 
absence of a strike, material boycotts, or secondary boycotts. Instead 
of being called upon to determine the legality of picketing, the court 
had to determine the legality of the statute which illegalized all picket- 
ing, regardless of the type. 

Although labor has, for years, insisted that picketing is merely an 
aspect of free speech and assembly, both of which are constitutionally 
protected, the Supreme Court had never so ruled, in a direct way. 
The famous dictum of Justice Brandeis in the Senn case,’* “Members 
of a union might, without special statutory authorization by a state, 
make known the facts of a labor dispute, for freedom of speech is 
guaranteed by the FEDERAL CONSTITUTION” had been the only indica- 
tion that picketing did come within the scope of the Fourteenth 
Amendment. In the Senn case, the dictum quoted was not in the 
least necessary for the determination of the case upon the facts, but 
more than any other part of the Senn case, it has been widely quoted 
and followed in the various state courts. In People v. Harris,’* a 
Colorado state anti-picketing law of the conventional type, was de- 
clared unconstitutional under the Fourteenth Amendment, as a depri- 
vation of freedom of speech. The Harris case was followed by the 
decision of the Nevada court in Reno v. Second Judicial District,” 
which declared a simliar municipal ordinance invalid. 

The Thornhill decision, which holds that under the Fourteenth 
Amendment, a state may not totally ban all picketing, is, therefore, an 
extremely important advance for labor. This decision shifts the bur- 
den from the unions, which formerly had to prove the legality of 
their actions, since picketing had such wicked connotations in most 
court rooms, to the state, which must now prove that anti-picketing 
legislation does not infringe labor’s constitutional rights. It will be 
useful to analyze the opinion in detail to determine exactly how the 
court arrived at its conclusion. The opinion, which was Mr. Justice 


asa v. Tile-Layers Union, 301 U. S. 468, 57 Sup. Ct. 851, 81 L. ed. 1229 


19 104 Colo. 273, 91 P. (2d) 989 (1939). 
2095 P. (2d) 994 (Nev. 1940). The Oregon decision, supra, is another in- 


stance of the invalidation by a state court of a state statute outlawing certain 


types of picketing. A further instance is People v. Gidaly, 35 Cal. App. (2d) 
758, 93 P. (2d) 660 (1939). 
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Murphy’s first opinion, is divided into four parts, which will be dis- 
cussed seriatim. 

The first section of the opinion reaffirms the established doctrine 
that freedom of speech and of the press are among those rights 
guaranteed by the first ten Amendments which are protected from 
abridgment by a State under the Fourteenth Amendment. The 
second section of the opinion deals with the related problem of the 
method of challenging any statute which purports to infringe upon 
these liberties. The court holds that any such statute may be judged 
on its face, and that no particular abuse of the power need be alleged 
or proved. This is true of statutes which purport to license the dis- 
semination of ideas, as in the Hague, Lovell, and Schneider cases. 
The mere threat of licensing is sufficient to render such a statute vul- 
nerable to constitutional challenge. The Court states: 


A like threat is inherent in a penal statute, like that in ques- 
tion here, which does not aim specifically at evils within the al- 
lowable area of state control, but on the contrary, sweeps within 
its ambit other activities that in ordinary circumstances constitute 
an exercise of freedom of speech or of the press. The existence 
of such a statute, which readily lends itself to discriminatory en- 
forcement by local prosecuting officials against particular groups 
deemed to merit their displeasure, results in a continuous and 
pervasive restraint on all freedom of discussion that might rea- 
sonably be regarded as within its purview. 


The cogency of this quotation has increased in the several months 
since it was written, since during that time, there have been proposed 
in Congress several bills which would have the effect of licensing the 
dissemination of opinion, coupled with severe penal sanctions. In the 
coming period, Justice Murphy’s statement will be quoted by many 
defendants in the courts. 

Having laid the groundwork in this fashion, the third section of the 
opinion deals specifically with the statute, which is assailed for its 
vagueness. None of the broad terms, such as picket, is defined; the 
meaning of the words used is uncertain. In such a situation the only 
criterion for the construction of the statute is that of the Alabama 
court, which interpreted it to prohibit the actions of a single picket 
who walked to and fro, carrying a truthful sign in an entirely peace- 
ful manner. The Court concludes: 


In sum, whatever the means used to publicize the facts of a 
labor dispute, whether by printed sign, by pamphlet, by word of 
mouth, or otherwise, all such activity without exception is with- 
in the inclusive prohibition of the statute so long as it occurs in 
the vicinity of the scene of the dispute. 
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No exceptions are made in the statute, based upon the type of labor 
dispute, the peaceful nature of the pickets, the truthfulness of the 
statements, or the number of pickets. The statute is, therefore, 
sweeping in its prohibitions. 

Section 3448 was enacted in 1923. In recent years, the anti-labor 
forces have “streamlined” the technique of legislative labor-baiting. 
The Oregon measure, for example, did not totally ban all picketing. 
It merely re-defined the term “labor dispute,” so that all picketing 
pursuant to situations not in conformity with the narrow definition of 
a “labor dispute” became illegal and criminal.”* 

The Supreme Court of Oregon, in passing upon the statute, held 
that the Fourteenth Amendment, as interpreted in the Thornhill 
case, places no such narrow restriction upon the rights of free speech 
and free press. The Oregon law limited lawful picketing to strikes 
for which a majority of employees of any given employer had voted. 
The Oregon court stated: 


There is not inherently a difference in picketing either with 
respect to the manner in which it is carried on, or the conse- 
quences to those who may be affected by it, based on the num- 
ber of employees who may be disputing with their employer. 


The lower court in Oregon had sustained the statute on the basis 
that there was such a difference, the decision having been rendered 


before the decision in the Thornhill case. The Supreme Court of 
Oregon decided the case after the rendition of the Thornhill opinion, 
by which it felt bound. The conclusion that the Thornhill case was 
binding upon state courts was reached reluctantly, the Oregon 
Court stating: 


In the field of federal constitutional law the Supreme Court 
of the United States is the final arbiter. Its decisions bind us all 
—state judges, under their oaths of office, no less than others. 
Our own personal, individual views as to the soundness of such 
decisions is immaterial. 


Justice Rossman, concurring specially, was even more reluctant 
than the majority to accept the Thornhill doctrine. In a rather light 
conversational opinion, he stated: 


21 Sec. 1 of the Oregon Statute recites: 


“Sec. 1. Whenever . . . the term ‘labor dispute’ is used, such term is 
hereby defined . . . to mean and include only an actual bona fide contro- 
versy in which the disputants stand in proximate relation of employer and 
the majority of his or its employees and which directly concerns matters 
directly pertaining to wages, hours, or working conditions of the employees 
of the particular employer directly involved in such controversy.” 

It is of interest to notice that the redefinition of the term “labor dispute” is 
leading to some peculiar decisions which have the effect of sidestepping state 
and federal anti-injunction laws. A recent example is the preliminary injunction 
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In the century and a half that passed since the CoNSTITUTION 
was written, the Supreme Court never recognized picketing 
as the exercise of freedom of speech, although in that time it 
determined many controversies in which pickets were involved. 
. . » The above is not written in disapproval of the new inter- 
pretation. . . .It is not inappropriate to add that the new point 
of view has been subjected to criticism as unsound. See, Sep- 
tember, 1940, edition of the Amer. Bar Ass’Nn Jour., p. 709. 


Oregon Supreme Court Justice Rossman indicates in his decision 
that the decision in the Thornhill case is somehow like a statute in 


derogation of common law, and must, therefore, be strictly construed. 
He says: 


. state judges—they not being the authors of the new 
interpretation of a picketer’s privileges—ought to apply the new 
rights cautiously. 


In the cases of both the Oregon statute and the Alabama law, it 
was maintained in defense of the validity of the enactments that there 
was no deprivation of freedom of speech, since pickets were permitted 
at any place other than the place of business of the employer with 
whom the pickets were disputing. In reply, the Supreme Court stated 
the following, which was quoted with approval by the Oregon court: 


The range of activities proscribed by section 3448 . . . em- 
braces nearly every practicable, effective means whereby those 
interested . . . may enlighten the public on the nature and 
causes of a labor dispute. 


Both courts, therefore, recognize that picketing, if it is to be per- 
mitted, must be effective; picketing in a forest or an empty lot 
would hardly suffice. The freedom of speech must be freedom to 
speak effectively, where the words spoken or printed will have some 
practical effect. The Supreme Court, at least, positively sanctioned 
the economic, practical aims of most picketing, as the economic- 
sociological argument of Mr. Justice Murphy, discussed below, indi- 
cates clearly. 


Justice Murphy’s opinion continues: 


Freedom of discussion must embrace all issues about which in- 
formation is needed or appropriate to enable the members of so- 
ciety to cope with the exigencies of their period. 


handed down by Federal District Court Judge Vaught on October 12, 1940, 
in the case of Keystone Freight Lines Inc. v. Pratt Thomas Truck Line, Inc., 
in the Western District of Oklahoma, Civil Action No. 584, where one com- 
mon carrier sued another for failure to carry goods. The defendant carrier did 
not defend his case, and the injunction has the effect of enjoining a labor dis- 
pute which a union was having with the Defendant carrier. The court denied 
the union’s motion to intervene, and that denial has been appealed to the 
appropriate Circuit Court of Appeals. 
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This, it is submitted, is a new notion in our law. The standard of 
allowable freedom is that circle of information which is necessary for 
the enlightenment of society. This might be termed a sociological 
approach to the problem of the Bill of Rights. Explaining how this 
doctrine applies to labor disputes, Justice Murphy writes: 


In the circumstances of our times the dissemination of infor- 
mation concerning the facts of a labor dispute must be regarded 
as within the area of free discussion guaranteed by the ConstI- 
TUTION. 


This statement represents, in a way, an extension of Brandeis’ con- 
cept, above mentioned, but in an important respect, it differs from the 
Brandeis idea. Brandeis said that members of unions might picket, 
“for freedom of speech is guaranteed by the Constitution.” The 
Murphy statement makes the “allowable area” of free discussion de- 
pendent upon the “circumstances of our times.” 

Times change, and the qualification of the ConsTITUTION by the cir- 
cumstances of the times permits a great loophole to be hewn in the 
Bill of Rights, the guarantees of which would be dependent upon what 
is the prevailing judicial notion of what the times actually are. In 
the past, lawyers have had occasion to lament that judges were “be- 
hind the times.” This may again be true in the future. Indeed, it 
might almost be true today, for the judges remain “liberal” while our 
legislatures are becoming “conservative.” 

To indicate what, precisely, are the “circumstances of our times,” 
the opinion makes a short flight into legal economics : 


It is recognized now that satisfactory hours and wages and 
working conditions in industry and a bargaining position which 
makes these possible have an importance which is not less than 
the interests of those in the business or industry directly con- 
cerned. The health of the present generation and of those as yet 
unborn may depend upon these matters, and the practices of a 
single factory may have economic repercussions upon a whole 
region and affect widespread systems of marketing. The merest 
glance at state and federal legislation on the subject demon- 
strates the force of the argument that labor relations are not 
matter for mere local or private concern. 


This is a strict policy argument. Public policy indicates that labor 
relations are important subjects, and hence, they come within the 
“allowable” freedom of discussion guaranteed by the ConsTITUTION. 
But the “merest glance” at the various state and federal laws will re- 
veal that all is not as lovely as it was. Many states are enacting legis- 
lation which is aimed against labor. The Wagner Act, to which the 
most pointed reference is made (the “bargaining position”) is, itself, 
in danger of being destroyed beyond all recognition. The philosophy 
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of recovery through stimulating purchasing power is on the wane— 
the policy of laissez faire is on the upswing. 

Thus, the question poses itself; what are the “circumstances of our 
times,” anent labor relations, and does this criterion afford labor much 
assurance of future protection? 


The remainder of the opinion is taken up with further qualifications 
of the absolute right of free speech. The court indicates that a state 
may enact legislation to protect property rights of employers, but that 
such statutes, being in a sense, infringements upon freedom, must be 
narrowly drawn to cover precise situations, such as picketing en 
masse, violence, etc. The court adverts to the doctrine of the Tri- 
City ** case, which limits pickets in number, and the opinion seems 
to indicate that such limitation might not infringe upon freedom of 
speech. 


The special concurring opinion of Justice Rossman of the Oregon 
court sheds light upon the manner in which this adversion to the 
Tri-City case may be interpreted. He states: 


Further, the approval in the Thornhill of American Steel 
Foundries v. Tri-City Council strongly suggests that a picketer 
is not to be allowed the full benefit of freedom of speech. 


It is submitted that the Supreme Court had no such suggestion in 
mind. More likely, the Court probably felt that one, two, or a 
“reasonable number” of pickets would be perfectly adequate to ex- 
press enough free speech to satisfy, constitutionally, the requirements 
of an entire local union, no matter what the union’s ideas on the sub- 
ject of their constitutional liberties might be. The interesting ques- 
tion is raised by this section of the opinion as to whether freedom of 
speech is a privilege which is to be exercised in proportion to the 
sociological necessities stressed by Justice Murphy, or whether or 
not it is somehow unrelated to those sociological elements in labor 
situations. It would seem that there is a certain inconsistency in the 
opinion. Justice Murphy approached the case from a strict labor- 
policy point of view as well as from the point of view of the consti- 
tutional requirements of free speech. The sociological point of view 
bestows the Court’s blessings upon the aims of unions in labor dis- 
putes. The health of unborn generations is invoked—presumably 
to stress the social necessity of allowing labor disputes free play in 
the community. There could hardly be any other reason for refer- 
ence to working conditions, wages, and the like. 

But if this is the purpose of the Court, it is hardly consistent with 


22 American Foundries v. Tri-City Council, 257 U. S. 184, 42 Sup. Ct. 72, 
66 L. ed. 189 (1921). 
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the restriction of picketing by ad hoc local action under the Tri-City 
doctrine. The majority of the Oregon Court stated, for example: 

It is the very purpose of some picketing to prevent the deliv- 
ery and manufacturing of products and to prevent persons from 
engaging their services to others. 

In simpler labor terms, it is the purpose of picketing to stop produc- 
tion and to keep out strikebreakers. But can this end be accom- 
plished, as the sociological argument of Justice Murphy indicates the 
Court might favor, if states have the right to limit the number or 
activity of pickets to the ludicrously small extent to which they were 
limited in the Tri-City case? 

It is true enough that states have unquestioned power to ban 
slanderous picketing, or violent picketing, or intimidatory picketing. 
Yet, it is submitted, the Thornhill case, qualified as it is, seems to open 
the door to legislation having greater anti-labor scope than mere sup- 
pression of violence, slander, and other offenses of which the criminal 
law already takes notice. To this extent, the decision gives labor 
pause; labor would have been better pleased had the decision con- 
fined itself to “pure” civil liberty pronouncements quite devoid of 
references to the conduct of strikers. 

The opinion leaves several questions open. Does labor possess a 
constitutional right to picket in the absence of a strike, or for a 
closed shop? Does the decision apply only to state statutes, and 
not to injunctions in the absence of statute? Does labor have the 
right to picket in circumstances which Thurman Arnold would term 
violations of the anti-trust laws? Does the Thornhill case apply to 
picketing pursuant to a “secondary” boycott, or a material boycott ? 
Some of these questions will be determined upon argument in the 
Supreme Court of Ohio case, Crosby v. Rath,”* in which case the 
union has petitioned for certiorari. The New Jersey Court of 
Errors and Appeals has already held, in the recent case of Van 
Buskirk v. Sign Painters Union** that the Thornhill case does not 
apply to legalize picketing in the absence of a strike and pursuant to 
what the New Jersey decisions hold to be a “secondary” boycott. 
It is understood that when the New Jersey court hands down a 
permanent injunction, a petition for certiorari will be filed in the 
Supreme Court to determine the applicability of the Thornhill doc- 
trine to that situation. 

Conclusion 


The Thornhill and Carlson cases represent an important exten- 
sion of the doctrines of the Senn case. However, the stress laid by 


23 136 Ohio St. 352, 25 N. z. - 934 (1940). 
2414 A. (2d) 45 (N. J. 1 
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the court upon historical circumstances and current prevailing no- 
tions of social good, seems to make the decisions vulnerable to re- 
vision as public policy changes in regard to labor disputes. That 
public policy is changing is beyond doubt. Already, there is a hue 
and cry to ban strikes in “defense” industries, which covers a great 
deal of territory. Does free speech apply in such a situation, or will 
the “circumstances of our times” have changed so that picketing is 
no longer within the realm of socially necessary, and hence, free 
speech? It would seem that freedom of speech, and the protection 
of minorities, should be more steadily fixed constitutional principles 
than the Thornhill case would indicate. The decisions of the Supreme 
Court in the coming term will doubtless clarify many of these per- 
plexing questions. WitiiaM K. SHERWOOD. 


THE FEDERAL WATER PoweR ACT—JURISDICTION AND PROCEDURE 


By the Federal Water Power Act of 1920, Congress created the 
Federal Power Commission and delegated to it the authority to 
license the construction, operation, and maintenance of dams, water 
conduits, reservoirs, power houses, transmission lines, or other 
project works necessary or convenient for the development and im- 


provement of navigation, and for the development, transmission, and 
utilization of power across, along, from or in any of the navigable 
waters of the United States. The licenses issued were to contain cer- 
tain specified conditions, some of which related to navigation, while 
others were of an economic and financial nature.* If the license 
were for a minor part only of a completed project the Commission 
might relax any of the provisions except the license period of 50 
years. The Commission was composed of the Secretaries of War, 
Interior, and Agriculture, but by an amendment to the Act the 
personnel of the Commission was changed in 1930 to five commis- 
sioners appointed by the President by and with the advice and con- 
sent of the Senate. Although 20 years have elapsed since the crea- 
tion of the Commission, the limitations of the jurisdiction of the 
Commission have not been decided by the Supreme Court. The 
authority of the Commission to license the construction of dams 
in navigable waters of the United States has been upheld in the 
district court.* In the recent case of United States v. Appalachian 


1 Federal Water Power Act of June 10, 1920, 41 Stat. 1077, 16 U. S. C. 
§§ 791-823. 

2 Section 803. 

3 Alabama Power Co. v. Gulf Power Co., 283 Fed. 606 (M. D. Ala. 1922). 
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Electric Power Company,* some light is thrown on the question of 
the weight to be given a finding by the Commission that a stream 
is a navigable water of the United States and that the interests of 
navigation will be affected by a proposed construction and the ques- 
tion of whether the Commission has the authority to require a license 
for the construction of a dam where the interests of navigation will 
not be affected but the interests of interstate commerce will be af- 
fected. 
Factual Details 


On June 25, 1925 the Appalachian Company’s predecessor, the 
New River Development Company, after having first obtained an 
opinion from the Engineers of the War Department that the river 
was not navigable and therefore in its view not subject to the juris- 
diction of the Commission, filed with the Commission its declaration 
of intention to construct a hydro-electric power dam in the New 
River at Radford, Virginia. The declaration stated that the pro- 
posed project would be so constructed and operated as not to im- 
pair the navigable capacity of the stream below and would not 
effect the interests of interstate commerce. The Commission request- 
ed a report from Gen. Harry Taylor, the Chief of Engineers of the 
War Department, who on August 20, 1925, reported that while 
there was no present navigation on the river, there had been some 
on some parts of the river in the past and the Government had done 
work on certain parts of the river to improve its navigability. He 
further reported that the flow of water from the dam, if not properly 
regulated could have an adverse effect on navigation during low 
stages of the Kanawha River, of which the New River is a tribu- 
tary, but that such possible adverse effect was not such as to warrant 
refusal to permit the construction of the dam if control was main- 
tained by the United States. On December 29, 1925, after the 
declarant had supplied additional data not previously considered by 
him, Gen. Taylor forwarded to the Commission a second report in 
which he stated that the New River is not a navigable stream and 
that the proposed power development would not adversely affect 
navigation on the Kanawha River. A hearing then was held by 
the Commission on March 2, 1926, at which the only evidence sub- 
mitted was Gen. Taylor’s second report. Argument by counsel for 
the company and the Attorney General of Virginia in opposition to 
the Commission’s assumption of jurisdiction was heard. On April 
17, 1926, the Commission requested Gen. Taylor’s opinion, in the 
light of data submitted concerning the effect on navigation of the 


4107 F. (2d) 769 (C. C. A. 4th, 1940). 
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discharge of water from certain power dams in the Pitt River in 
California, as to the effect the discharge of water from the proposed 
construction might have on navigation on the Kanawha River. Gen. 
Deakyne, Acting Chief of Engineers, on July 23, 1926, reported that 
the data as to the Pitt River offered no comparison with the New 
River but suggested that exceptionally dry seasons might occur when 
the Radford dam, if not regulated, might have an adverse effect on 
the navigable capacity of the Kanawha River. After taking an as- 
signment on August 30, 1926, with the consent of the Commission, 
of the application filed by the New River Company, the Appalachian 
Company on September 2, 1926, filed an application for a license 
with the Commission upon the latter’s suggestion that it would ex- 
pedite matters and could be withdrawn if it later developed that no 
federal license would be required. The District Engineer of the War 
Department on December 22, 1926, made a report favorable to the 
issuance of the license and on June 1, 1927, the Commission made 
a finding that the New River was not a navigable water within the 
meaning of the Act, but that the interests of interstate and foreign 
commerce would be affected by the proposed construction.* On July 
1, 1927, the Commission tendered to the company a full “major” 
license which contained provisions relating to rates and “recapture” 
at the end of a 50-year period, as well as provisions relating to navi- 
gation. The company on April 26, 1928, wrote the Commission 
stating it was willing to accept the provisions relating to navigation 
but unless the Commission was willing to issue a license, the con- 
ditions of which related solely to navigation, the company would 
proceed with the construction of the dam without obtaining a license. 
The company’s letter also requested the reference of certain ques- 
tions of law to the Attorney General of the United States. This 
request was not acted on at the time and on February 4, 1930, the 
company again wrote to the Commission requesting its reconsidera- 
tion of the matter on the basis that the proposed construction would 
not affect navigable waters of the United States and therefore was 
outside the jurisdiction of the Commission. The letter contained 
the suggestion that if the Commission still asserted jurisdiction the 
company would be willing to accept a so-called “minor part” license 
containing only such conditions as would protect the interests of 
the United States in navigation. On July 21, 1930, the Commission 
requested the opinion of the United States Attorney General as to 
its authority to issue a “minor part” license and in formulating the 


5 It is not stated in what respect interstate and foreign commerce would be 
affected by the proposed construction, but it appears that the Commission had 
reference to the effect on the navigability of the Kanawha River. 
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question stated that “New River is neither navigated or navigable 
in fact.” In an extended opinion dated September 22, 1930, At- 
torney General Mitchell advised the Commission that it probably 
could issue a “minor part” license. The company submitted revised 
maps and plans for the project on October 16, 1930, and the Com- 
mission forwarded to the company a draft of a “minor part” license 
on October 31, 1930, and a revised draft of the same on November 
6, 1930. These omitted the objectional conditions as to rates, amor- 
tization, reserves, and recapture. The company replied that if the 
license were tendered it would begin operations. However, in the 
meantime the Acting Chief Counsel for the Commission, to whom 
the draft of the license had been forwarded, submitted a memoran- 
dum disapproving it on the ground that it was not sufficiently shown 
that the laws of Virginia had been complied with, and on the ground 
that the Commission’s previous finding that the river was not a navi- 
gable water of the United States was incorrect and should be re- 
versed. This memorandum was submitted to the chief engineer of 
the Commission who disagreed with it. The question of navigability 
then was resubmitted to the Acting Chief of Engineers of the War 
Department who, after reviewing the data, replied that there was 
no reason to change the previous report of his office dated Decem- 
ber 29, 1925, adding “it is my opinion that the New River is not 
navigable at any point in its course.” The District Engineer for 
New River submitted a report on October 18, 1930, stating that the 
New River was not navigable at any point in its course, and the 
Division Engineer for New River on October 24, 1930, expressed 
full concurrence with this report. The company then submitted a 
letter from the Governor of Virginia stating that it had complied 
with Virginia laws for the construction of the project. The Commis- 
sion met on November 25, 1930, but took no action, deciding in 
view of the importance of the question of jurisdiction that an ad- 
judication by the courts was desirable. 


On January 26, 1931, the personnel of the Commission was changed 
due to an amendment to the Act® and the new Commission decided 
to hold another hearing. At the new hearing on February 16, 1931, 
no evidence was introduced, but briefs were submitted by the attor- 
neys for the company and by the attorneys for several States. An 
opinion and order denying the application for a “minor part” license 
and directing that the company be tendered a standard form of license 
and that the company should not proceed with construction without 
such license was filed by the Commission on April 3, 1931. A minor- 


6 Amendment of June 23, 1930, 46 Stat. 797. 
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ity of the Commission favored reversing the former finding that the 
river was not a navigable water of the United States, but the majority 
were of the opinion that the question was one for the courts and that 
the jurisdiction of the Commission was properly based upon section 
23 of the Act. The company on June 8, 1931, filed suit in the United 
States District Court for the Western District of Virginia against 
the individual members of the Commission to remove a cloud on title 
to its land and to restrain the defendants from interfering with the 
company’s use of its property. The case was dismissed by the district 
judge on the ground of legal insufficiency of the complaint, but on 
appeal the bill was dismissed for lack of personal jurisdiction over 
the defendants.’ On October 12, 1932, while the above case was 
pending in the District Court, the Commission adopted a resolution 
which, after referring to the pending case and the contentions of 
counsel therein as to the navigability of the New River, and the 
findings of the Commission with respect thereto, stated: “The Com- 
mission finds and declares that the New River from the mouth of 
Wilson Creek, Virginia, north, is navigable waters within the defini- 
tion thereof, as set forth in section 3 of the Federal Water Power 
Act.” ® This last action of the Commission was not taken after notice 
or the hearing of additional evidence. About June 1, 1934, the com- 
pany began construction of the dam without having obtained a license 
from the Commission. 


In the District and Circuit Courts 


The United States on May 6, 1935, filed a bill of complaint in the 
United States District Court for the Western District of Virginia, 
to enjoin the construction of the dam on the ground that the New 
River is a navigable water of the United States, that the dam would 
constitute an obstruction to navigation, and that its construction was 
in violation of sections 9° and 10 of the Rivers and Harbors Act 


on  —— Electric Power Co. v. Smith, 67 F. (2d) 451, 458 (C. C. A. 


816 U. S. C. §796 provides the following definition: “ ‘Navigable waters’ 
means those parts of streams or other bodies of water over which Congress has 
jurisdiction under its authority to regulate commerce with foreign nations and 
among the several States, and which either in their natural or improved con- 
dition, notwithstanding interruptions between the navigable parts of such streams 
or waters by falls, shallows, or rapids compelling land carriage, are used or are 
suitable for use for the transportation of persons or property in interstate or 
foreign commerce, including therein all such interrupting falls, shallows, or 
rapids; together with such other parts of streams as shall have been authorized 
by Congress for improvement by the United States or have been recommended 
to Congress for such improvement after investigation under its authority.” 

® 33 U. S. C. §401 in part: “It shall not be lawful to construct or commence 
the construction of any bridge, dam, dyke, or causeway over or in any part, 
roadstead, haven, canal, navigable river or any other navigable water of the 
United States until the consent of Congress to the building of such structures 
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of 1889,'° and section 4(d)*! and 23’? of the Federal Water Power 
Act of 1920. From an adverse decision in the District Court,?* the 
United States appealed to the Circuit Court of Appeals for the Fourth 
Circuit which held** that the Commission does not have the authority 
to require a license for the construction of a dam in a non-navigable 
stream where the construction will not affect the navigable capacity 
of the stream further down, and that there was sufficient evidence 
introduced in the District Court to sustain its finding that the New 
River is not a navigable water of the United States and that the 
construction of the dam will not affect the interests of navigation 
further down the stream. The Circuit Court further found that no 
evidence was introduced at the hearings held by the Commission to 


shall have been obtained and until the plans for the same shall have been sub- 
mitted to and approved by the Chief of Engineers and by the Secretary of War.” 


10 33 U. S. C. §403 provides in part: “The creation of any obstruction not 
affirmatively authorized by Congress, to the navigable capacity of any of the 
waters of the United States is hereby prohibited.” 


1116 U. S. C. §797 provides in part: “The Commission is hereby authorized 
and empowered—(d) To issue licenses to citizens of the United States, or to 
any association of such citizens, or to any corporation organized under the laws 
of the United States or any State thereof; or to any State, or municipality for 
the purpose of constructing, operating, and maintaining dams, water conduits, 
reservoirs, power houses, transmission lines, or other project works necessary 
or convenient for the development and improvement of navigation, and for the 
development, transmission, and utilization of power across, along, from or in 
any of the navigable waters of the United States, or upon any part of the public 
lands and reservations of the United States (including the Territories), or for 
the purpose of utilizing the surplus water or water power from any Government 
dam, except as herein provided: 

“Provided further, that no license “affecting the navigable capacity of any 
navigable water of the United States shall be issued until the plans for the dam 
or other structures affecting the navigation have been approved by the Chief 
of Engineers and the Secretary of War. Whenever the contemplated improve- 
ment is, in the judgment of the commission, desirable and justified in the public 
interest for the purpose of improving or developing a waterway or waterways 
for the use or benefit of interstate or foreign commerce, a finding to that effect 
shall be made by the Commission and shall become a part of the records of 
the Commission.” 


1216 U. S. C. §817 provides: “Any person, association, corporation, State or 
municipality intending to construct a dam or other project works across, along, 
over, or in any stream or part thereof, other than those defined in this chapter 
as navigable waters, and over which Congress has jurisdiction under its author- 
ity to regulate commerce between foreign nations, and among the several States, 
may in their discretion file declaration of such intention with the Commission, 
whereupon the Commission shall cause immediate investigation of such proposed 
construction to be made, and if upon investigation it shall find that the interests 
of interstate or foreign commerce would be affected by such proposed con- 
struction, such person, association, corporation, State, or municipality shall not 
proceed with such construction until it shall have applied for and shall have 
received a license under the provisions of this chapter. If the Commission shall 
not so find, and if no public lands or reservations are affected, permission is 
hereby granted to construct such dam or other project works in such stream 
upon compliance with State laws.” By Act of August 26, 1935, this section was 
amended to make mandatory the filing of a declaration. 

oo S. v. Appalachian Electric Power Co. 23 F. Supp. 83 (W. D. Va. 
1938). 


14 Supra note 4. 
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support the Commission’s finding that the stream is navigable and 
that the construction of the dam will affect the interests of naviga- 
tion further down the stream, that the hearings held by the Commis- 
sion did not constitute “due process” hearings because the company 
was not given notice of all of them and section 23 of the Federal 
Water Power Act of 1920 authorized only an investigation, not a 
hearing, and that it was proper for the District Court to determine 
in a trial “de novo” whether the New River is navigable and whether 
the construction of the dam will affect the interests of navigation 
further down the stream inasmuch as these questions involve the con- 
stitutional question of the jurisdiction of the Commission in relation 
to the distribution of state and federal power. With respect to the 
authority of the Commission, in those cases where dams were con- 
structed in navigable waters of the United States, to insert into 
licenses conditions not relating to navigation, the court did not find 
it necessary to make any decision since it agreed with the District 
Court that the New River is not a navigable water of the United 
States and the dam will not affect the interests of navigation further 
down the stream. 

From the decision of the court, one circuit judge dissented. While 
he assumes with the majority that the question of navigability is a 
jurisdictional one and that the District Court had the right to grant 
a trial “de novo,” yet he believes that the evidence presented in the 
District Court sustains the contention of the Commission that the 
New River is a navigable water of the United States and that the con- 
struction of the dam will affect the interests of navigation further 
down the stream. In his opinion Congress, and its administrative 
agency, having the power to prohibit structures where the interests 
of navigation are affected, can in licensing such structures impose any 
conditions they deem necessary for the operation thereof or for pur- 
chase by the public. 


Authority of the Commission to Require Licenses for the Construc- 
tion of Dams in Non-Navigable Streams Where the Interests 
of Navigation Are Not Affected 


It has long been recognized that where the interests of navigation 
are not involved, and where the United States does not itself possess 
property rights, the control of the use of flowing water and the rights 
therein of riparian owners are subject to the laws of the several states. 
The riparian owner on a non-navigable stream is entitled to reason- 
able use of the flowing water, not impairing the navigable capacity 
of the stream below, subject to no easement in favor of navigation, 
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and this is a property right which cannot be taken from him without 
just compensation.® An excellent discussion of the right of Congress 
to regulate dams in non-navigable streams is contained in the Rio 
Grande case.’® While Congress may impair the effectiveness of execu- 
tory contracts which interfere with the exercise of the interstate com- 
merce power there does not appear to be any authority which would 
justify the taking of property without just compensation as an exer- 
cise of the regulation of commerce.’ 

A reading of the Federal Water Power Act of 1920 as a whole 
indicates that it was intended to assert control, where federal prop- 
erty was not involved, only where the interests of navigation, as an 
incident to interstate commerce, were involved.’* Prior to the passage 
of the Act Congress had asserted’® jurisdiction over interstate navi- 
gable waters, and also over streams tributary thereto to the extent 
of prohibiting any structures in interstate navigable waters and in 
non-navigable tributaries, if the latter affected the navigable capacity 
of interstate navigable waters, unless the consent of Congress was 
first obtained. One of the purposes of the Act was to authorize the 
Commission to license dams in navigable waters of the United States 
in lieu of an Act of Congress. Section 23 was added to the Act as 
an amendment and took care of proposed structures in non-navigable 
tributaries of interstate navigable stream. Prior to the passage of 
the Act it was not safe without an Act of Congress to construct a 
dam in a non-navigable stream where there was any doubt whether 
the navigable capacity of downstream waters might be affected. Sec- 
tion 23 provides a convenient administrative procedure to determine 
this doubt. 


15, S. v. Cress, 243 U. S. 316, 37 Sup. Ct. 380, 61 L. ed. 746 (1917) ; Car- 
penter v. Gold, 88 Va. 551, 14 S. E. 329 (1892); U.S. v. River Rouge Imp. 
Co., 269 U. S. 411, 418, 46 Sup. Ct. 144, 70 L. ed. 339 (1926); Lynchburg v. 
Mitchell, 114 Va. 229, 76 S. E. 286 (1912); Holyoke Water-Power Co. v. 
Lyman, 15 Wall. 500, 505, 506, 21 L. ed. 133 (1873). 

16U, S. v. Rio Grande Dam and Irrigation Co., 174 U. S. 690, 19 Sup. Ct. 
770, 43 L. ed. 1136 (1899). 


17 Virginia Ry. Co. v. System Federation No. 40, 300 U. S. 515, 558, 57 Sup. 
Ct. 592, 81 L. ed. 789 (1937); Interstate Commerce Commission v. Oregon- 
Washington R. & Nav. Co., 288 U. S. 14, 15, 41, 53 Sup. Ct. 266, 77 L. ed. 588 
(1933) ; Monongahela Nav. Co. v. United States, 148 U. S. 312, 336, 13 Sup. 
Ct. 622, 37 L. ed. 463 (1893). 


18 The title to the Act reads: “An act to create a Federal Power Commis- 
sion; to provide for the improvement of navigation; the development of water 
power; the use of public lands in relation thereto, and to repeal section 18 of 
the River and Harbor Appropriation Act, approved August 8, 1917, and for 
other purposes.” Section 18 of the Act of 1917, ch. 49, 40 Stat. 269 repealed 
by the Water Power Act had created the Water Ways Commission to formulate 
plans to develop water resources for navigation, etc., and among other things, 
to investigate “questions relating to the development, improvement, regulation, 
and control of navigation as a part of interstate and foreign commerce. . 

19 Supra notes 9 and 10. 
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Right of the Court to Review the Findings of the Commission 


It is noted from an examination of section 23*° that the Commis- 
sion shall cause an “investigation” to be made. If the meaning to 
be applied to the word “investigation” is the one usually given to the 
word, the declarant would not be bound by the finding of the Com- 
mission for he would not necessarily be given an opportunity to 
present his side of the case or to know what testimony adverse to 
his case had been presented and in an injunction proceeding the court 
would undoubtedly have the right to consider the issue as never 
having been determined. However, the use of the words “. . . and 
if upon investigation it shall find that the interests of interstate or 
foreign commerce would be affected by such proposed construction, 
such person ... shal! not proceed with such construction .. .” 
clearly indicate the intention of Congress that the declarant shall be 
bound by the finding of the Commission. Therefore, since the de- 
clarant would not be bound by the findings if not given a hearing, it 
was probably the intention of Congress that the “investigation” should 
be a “hearing” or that both an investigation should be made and a 
hearing held before the findings should be made. 


A statutory method of appeal from the findings of the Commission 
under section 23 has not been provided. The question arises upon 
an action by Government in a district court for an order restraining 
the declarant from constructing or operating his dam. In such a 
suit the findings of the Commission with respect to navigability, and 
the effect of the dam on navigability, and on interstate commerce 
should be conclusive if the court finds that a proper hearing was 
granted and the findings are supported by substantial evidence. If it 
finds that a proper hearing was not granted the declarant, the court 
should decline to grant the injunction until the proper hearing had 
been granted. If the court finds that the findings are not supported 
by substantial evidence, it could properly decline to grant the order 
requested. The decision of the Supreme Court sanctioning a trial 
“de novo” in the case of Crowell v. Benson” is not applicable to 
findings of the Commission under section 23 of the Act. In the 
Crowell case the contest was between two private litigants and a 
jurisdictional question was involved. There the commissioner, before 
he could assume jurisdiction over the dispute, had to find that the 
injury took place on a navigable water of the United States. In 
hearings held by the Commission under section 23 the question of 
navigability of a stream and the effect of the proposed construction 


20 Supra note 12. 
21 285 U. S. 22, 52 Sup. Ct. 285, 76 L. ed. 598 (1932). 
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will have on navigability and on interstate commerce is the very ques- 
tion the Commission is called upon by section 23 to decide. That 
the structure affect navigability and interstate commerce is not requi- 
site before the Commission assumes jurisdiction. 


In the Appalachian case the court found that a proper hearing had 
not been granted by the Commission and that there was no evidence 
introduced at the hearings to sustain the findings of the Commission. 
However, considerable evidence was introduced in the District Court 
which tended to support the findings. It would seem proper, there- 
fore, that the court should have withheld action on the requested 
order until the Commission had granted a new hearing and then if 
the new finding of the Commission was unfavorable to the declarant, 
examine the evidence presented at the new hearing to see if the find- 
ing of the Commission was supported by substantial evidence. 

WILLIAM §. GREEN. 


WoRKMEN’S COMPENSATION AcTs AS APPLIED TO RELIEF WORKERS 


Recently two jurisdictions considered the applicability of Work- 
men’s Compensation Acts to relief workers and reached opposite 
results. In Scordis’ case’ a workman was fatally injured while 
working as a relief worker for the city of Woburn, Mass. The 
amount of relief was determined by the size of the worker’s family, 
and the amount of work required was measured by the amount of 
relief granted. The workman received the same amount of relief 
when he worked two days a week as when he worked three. The 
city was required by statute to provide the relief and was authorized 
to require persons receiving the relief to work in return therefor. It 
was held in this case that the workman was not an employee under 
a voluntary contract of hire within the purview of the Workmen’s 
Compensation Act, since the city granted relief under obligation of 
statute and demanded work under legislative sanction, even though 
the workman when injured was under the control of the city and 
the city received the benefit of the work performed. 


In Olivieri v. City of Bridgeport? a case reaching a contra result 
a relief worker was fatally injured while engaged in snow removal 
for the City of Bridgeport, Conn. The city established a minimum 
budget, gave the decedent work relief, supplied the needs of his 
family and retained one day’s wages as part payment for the needs 
supplied, but would have provided the necessities for the decedent’s 


125 N. E. (2d) 226 (Mass. 1940). 
2126 Conn. 265, 10 A. (2d) 770 (1940). 
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family whether he had worked or not. Work relief was given 
without regard to the benefit received by the city or the ability of 
the workers. When the snow fall was heavy relief workers were 
permitted to earn extra money by working more than their allotted 
time at the relief rate per hour which was less than the rate paid 
men regularly employed in snow removal. At the time he received 
the injury, the decedent, pursuant to his own request, was being 
permitted to work more than his allotted time. It was held in this 
case that the decedent, although working as a relief worker at the 
time of the injury, was an employee within the purview of the 
Workmen’s Compensation Act, since his voluntary acceptance of work 
created a contract of hire between the decedent and the city. 

Workmen’s Compensation Acts generally provide that a person 
to be entitled to compensation must be an employee under a contract 
of hire. There are six factors which courts have considered in 
determining whether a person is an employee within the purview of 
the Workmen’s Compensation Acts, namely, by whom and in what 
manner the person was selected, who did the hiring, by whom he 
is paid, who has the right to discharge, who receives the benefit of 
his work (which would include the question of “made-work” in the 
case of a relief worker) and who has the control and supervision 
of the worker.* The control and supervision of the worker is the 
most important and decisive of these factors.* The exercise of con- 
trol and supervision by city officials is also an important factor in 
determining the liability of municipalities for the tortious acts of 
W. P. A. workers.°® 

While municipal corporations may be employers within the mean- 
ing of most of the Workmen’s Compensation Acts,® there is a decided 
split of authority as to whether a relief worker is an “employee” of 
the municipality for which he is working. Relief workers have been 
denied compensation in the following jurisdictions: California,’ 
Iowa,*® Michigan, ® and North Carolina.’® Relief workers have been 

3 Oswalt v. Lucas County, 222 Iowa 1099, 270 N. W. 847 (1937); 1 Lasart, 
COMMENTARIES ON THE LAW OF MASTER AND SERVANT (2d ed. 1913) 56-74. 

* Weber County-Ogden City Relief Committee v. Industrial Commission, 
93 Utah 85, 71 P. (2d) 177 (1937). 

5 See note (1938) 7 Geo. WasH L. Rev. 265. 

® See note (1928) 54 A. L. R. 788. 

7 McBurney v. Industrial Accident Commission, 220 Cal. 124, 30 P. (2d) 414 
7 v. Lucas County, supra note 3. 

® Vaivida v. Grand Rapids, 264 Mich. 204, 249 N. W. 826 (1933) (“‘made” 
work), note (1934) 88 A. L. R. 711, qualified by McLaughlin v. Antrim 
County Road Commission, 266 Mich. 73, 253 N. W. 221 (1934) (“regular” 
work, compensation allowed). 

10 Jackson - North Carolina Emergency Relief Administration, 206 N. C. 


274, << S. 580 (1934), qualified by Mayze v. Forest City, 207 N. C. 168, 
176 S. E So (1934) (both are succinct opinions). 
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allowed compensation in: Minnesota,‘* North Dakota,'? Ohio,'* 
Pennsylvania,‘* Utah,’* Washington,'® and Wisconsin.1’ 

Scordis’ case and the Olivicri case may be distinguished on the 
facts, the point of distinction being that in Scordis’ case there was a 
statute requiring that relief be given and providing that work might 
be required in return for the relief, thus casting doubt upon the 
voluntary character of the contract of hire, whereas, no such statute 
was involved in the Olivieri case. This would appear to be a very 
conclusive distinction if it were not for one fact and that fact is 
that cases in which no such statute is considered have relied on cases 
in which a statute of this kind was evolved to hold that relief workers 
do not enjoy the status of employees.’* This raises a serious ques- 
tion as to the real significance of these statutes as a determinative 
factor. A careful reading of the two cases is sufficient to demonstrate 
that the fundamental difference between the two cases is not one of 
statute but rather one of attitude toward the relief workers. In 
Scordis’ case the relief worker is regarded as a pauper, while the 
Olivieri case considers the relief worker as one who has lost private 
employment because of a disjointed economic situation and an em- 
ployee of the municipality because of this situation, but an employee 
nevertheless. This fundamental difference in viewpoint is discernible 
in many of the decided cases. The cases which hold in line with 
Scordis’ case are generally preoccupied with the philosophy derived 
from the old English Poor Laws and fail to recognize sufficiently the 
development in social thought with regard to labor problems and un- 
employment.’® 

The court in Vaivida v. Grand Rapids,*° one of the earliest and 
most frequently cited cases dealing with this subject, while deciding 


11 Cristillo v. Township of Irondale, 195 Minn. 264, 262 N. W. 632 —. 

12 Clark v. North Dakota Workmen’s Compensation Bureau, 66 N. D. 17, 
= = W. 249 (1935) (work performed to pay notes previously given for 
relief) 

13 Industrial Commission v. —, 129 Ohio St. 40, 193 N. E. 620 
(1934), note (1935) 96 A. L. R. 1154. 

14 Hattler v. Wayne County, 320 Pa. 280, 182 Atl. 526 (1936). 

15 Weber County-Ogden City Relief Committee v. Industrial Commission, 
93 Utah 85, 71 P. (2d) 177 (1937). 

16 Blake y. Department of Labor and Industries, 196 Wash. 681, 84 P. (2d) 
365 (1938). 

17 Lincoln County v. Industrial Commission, 228 Wis. 126, 279 N. W. 632 
(1938.) For the position of other jurisdictions in regard to this question see 
Polier and Donner, The Status and Rights of Injured Relief Workers (1936) 
36 Cor. L. Rev. 573 et seq. 

18 Weber County-Ogden City Relief Committee v. Industrial Commission, 
supra note 15. 

19 For a discussion of the Poor Laws in England and the United States as 
related to the present day status of relief workers see Polier and Donner, supra 
note 17 at 555 


20 Supra note 9 (there was a commendable dissent in this case). 
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that the relief worker was not entitled to workmen’s compensation 
referred to the worker as a “ward” of the city. In McBurney v. 
Industrial Accident Commission,”* another often cited case, holding 
in line with Scordis’ case, the “ward” or “pauper” concept also plays 
a prominent part. Where the court is not preoccupied by this con- 
cept there is a far greater likelihood that the injured relief worker 
will be granted the right to recovery under the Workmen’s Com- 
pensation Acts. 

There are certain difficulties of an administrative nature in the 
application of the Workmen’s Compensation Acts to relief workers. 
For example, compensation under the present laws is usually com- 
puted as a percentage of the normal wage, and since the normal 
wage of a relief worker is generally based on his minimum needs a 
percentage thereof would not be adequate to meet his need. For 
this and certain other difficulties of administration, Workmen’s Com- 
pensation Laws as they exist today are not entirely satisfactory for 
application to relief workers and it might therefore be desirable to 
amend the laws or enact special compensation laws for relief work- 
ers.22, While this is true, it is submitted that as a matter of social 
expediency, if not social justice, relief workers should not be treated 
as wards and paupers but should be accorded the right to compen- 
sation under the Compensation Acts as they exist today, unless it 
is apparent from the clear language of the applicable act that relief 
workers are to be excluded. As was aptly stated in /ndustrial Com- 
mission v. McWhorter,”* “The question is not answered by technical 
legal principles. The problem raises hair-line distinctions, and can- 
not be solved by an arbitrary interpretation of words and phrases. 
It must be considered in the light of the public policy which prompted 
the legislation involved. . . . It seems to this court more in harmony 
with the spirit of work-relief legislation to hold the claimant to be 
an employee than to hold him to be a pauper or ward.” 


GrorGE N. MonsMa. 


PATENTABILITY OF A New USE OF AN OLD MATERIAL 


In many instances the discoverer of a new property of a known 
chemical element or compound would appear to be denied adequate 
patent protection under our present patent laws. 


21 Supra note 7. 
22 Polier and Donner, supra note 17 at 609 et seq. 
23 Industrial Commission v. McWhorter, supra note 13. 
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Assuming for the purposes of discussion that the new property 
discovered is useful and involved the exercise of invention, the in- 
ventor to obtain a patent must claim the invention’ in the form of 
a new and useful art, machine, article of manufacture or composition 
of matter.? 

Instances in which the inventor could secure protection by claiming 
his invention as some new machine would be rare if at all possible. 
In some few cases the inventor may obtain adequate protection by 
claiming an article of manufacture, where the newly discovered prop- 
erty renders the material suitable for the manufacture of a new article. 
Thus, for example, where an old alloy was found to be suitable for 
electrical resistance elements, the inventor could claim such elements 
composed of the old alloy.* However, in a great number of cases, 
the new properties discovered do not result in the adapting of the 
old element, mixture, compound or alloy into a new article of manu- 
facture, but rather render the old materials suitable for some new 
use. In such cases, the inventor may claim the process involving 
the use of the old material. Under the assumption made as to novelty, 
such a process claim would be valid. Consideration of the amount 
of protection obtainable, however, should be made. 

The patentee whose claim for a process involves the use of an old 
material may obviously sue any direct infringer thereof. This right 


is subject to the limitation that where the patentee is a supplier of 
the old material, he must derive his profit from the process itself, 
not the sale of the old material. In licensing others to use the process 
the user must be free to purchase the old article from any source 


1R. S. 4888, 35 U. S. C. § 33 (1915), provides in part: 

“Before any inventor or discoverer shall receive a patent for his invention 
or discovery he shall make application therefor, in writing, to the Commissioner 
of Patents and shall file in the Patent Office a written description of the same 

. .3 and he shall particularly point out and distinctly claim the part, improve- 
ment, or combination which he claims as his invention or discovery.” 

2R. S. 4886, 35 U. S. C. §31 (1939), provides: 

“Any person who has invented or discovered any new and useful art, machine, 
manufacture, or composition of matter, or any new and useful improvements 
thereof, or who has invented or discovered and asexually reproduced any dis- 
tinct and new variety of plant, other than a tuber-propagated plant, not known 
or used by others in this country, before his invention or discovery thereof, and 
not patented or described in any printed publication in this or any foreign 
country, before his invention or discovery thereof or more than one year prior 
to his application, and not in public use or on sale in this country for more than 
one year prior to his application, unless the same is proved to have been aban- 
doned, may, upon payment of the fees required by law, and other due proceed- 
ing had, obtain a patent therefor.” 

3 General Electric v. Hoskins, 224 Fed. 464 (C. C. A. 7th, 1915). 

4 Tolfree v. Wetzler, 25 F. (2d) 553 (C. C. A. 3d, 1928), cert. den. 278 
U. S. 628, 49 Sup. Ct. 28, 73 L. ed. 547 (1928); Ex parte Chamberlain, 2 U. S. 
P. Q. 145 (Bd. App. 1929); Ex ~~ Dow, 25 U. S. P. Q. 263 (Bd. App. 
1934); Ex parte Bosland, 44 U. S. P. Q. 695 (Bd. App. 1939); Ex parte 
Bosland, 44 U. S. P. Q. 696 (Bd. App. 1939). 
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without restriction.® In many cases, this power to sue direct in- 
fringers will give the patentee adequate protection, for even though 
he is a manufacturer of the old material and would prefer to derive 
a profit from the sale of the old material, still he can derive a royalty 
income to compensate him for his invention, and he is still free to 
compete with others in the sale of the old material to be used in the 
process. This method of compensation is subject to the limitation 
that the number of users of the process is not so large, and the poten- 
tial recovery in the form of royalties or damages from each user so 
small, as to make suit for direct infringement impractical. For as a 
practical matter it must be admitted that only where the users of 
the process are aware of the patent, and are threatened or believe 
that they would be threatened with suit for infringement, will they 
compensate the patentee by paying to him a royalty. Thus it would 
appear that where the new use discovered is applied in some com- 
mercial process, this form of claim would offer protection to the 
patentee. True, the protection is not comparable to that obtainable 
if the courts would enjoin the supplier of the unpatented commodity 
for use in the patented process, but such injunction is not obtainable 
under our patent laws.* In many instances, however, the number of 
users of the patented process is so large that the possibility of suit 
for direct infringement is out of the question. For example, where 
the inventor discovers that an old material is an effective therapeutic 
agent, germicide, insecticide, fungicide or the like, the possible in- 
fringers of a process claim would run into the millions. It would 
be impossible for him to be able to license these millions of small 
users. Nor can the manufacturer secure an injunction against his 
competitor for supplying unpatented material for use in the patented 
process in a suit for contributory infringement.’ 


Caught on the horns of this dilemma, the discoverer of a new 
therapeutic, insecticide, germicide, fungicide, etc., has sought, and in 


5 American Lecithin v. Warfield, 105 F. (2d) 207 (C. C. A. 7th, 1939), cert. 
den. 308 U. S. 609, 60 Sup. Ct. 171, 84 L. ed. 133 (1939); Barber Asphalt v. 
La Fera Grecco, 30 F. Supp. 497 (N. J. 1939). For further discussion of this, 
see (1940) 8 Geo. Wasn. L. Rev. 869. 

o & Catlin v. Victor Talking Machine Co., (No. 2), 213 U. S. 325, 

29 Sup. Ct. 503, 53 L. ed. 816 (1909) ; Carbice Corporation v. American 
Patents Development Corporation, 283 U. S. 27, 51 Sup. Ct. 334, 75 L. ed. 819 
(1931), reh’g on another point, 283 U. S. 420, 51 Sup. Ct. 496, 75 L. ed. 1153 
(1931) ; Leitch Mfg. Co. v. The Barber Co., 302 U. S. 458, 58 Sup. Ct. 288, 
82 L. ed. 371 (1938); Philad v. Lecher Laboratories, 107 F. (2d) 747 (C. C. 
A. 2d, 1939) ; Ferguson v. American Lecithin Co., 94 F. (2d) 729 (C. C. A. Ist, 
1938), cert. den. 304 U. S. 573, 58 Sup. Ct. 1042, 82 L. ed. 1537 (1939); Slayter 
— v. Stebbins-Anderson Co., 31 F. Supp. 96, 44 U. S. P. Q. 231 (Md. 


7 Supra note 6. 
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many cases successfully obtained,*® claims to the old composition as 
a product for the new use. By a claim of this type, the inventor is 
seeking to hold the person who sells the old material marked to 
indicate its suitability for the new use, as a direct infringer. The 
advantage of this placing the competing manufacturer in the position 
of a direct instead of a contributory infringer is obvious. Effective 
protection against the competing manufacturer who sells the old 
material in packages marked, or otherwise advertised as a germicide, 
therapeutic, insecticide or the like, can be obtained, providing such 
a claim is held valid. 

But, as has been pointed out, the statute® authorizes only the 
granting of patents for machines, articles of manufacture, processes 
and compositions of matter, and, by amendment, plants assexually 
reproduced. Nowhere in the statute can there be found any express 
authorization for the granting of a patent for a use. The constitu- 
tional authority given to Congress to award inventors is broad and 
discretionary.’° It is up to the court to determine what is included 
within the language of the statute. No case has yet been decided by 
any of our constitutional courts in which the precise point was neces- 
sary to the decision of the case. In Dennis v. Pitner*' this point was 
not necessary to the deposition of the case, inasmuch as the prior 
art showed the use was in fact old. However, the opinion of Jus- 
tice Evans in this case shows clear realization of the inequity of the 
situation and an indication of a willingness to give a broad interpre- 
tation to the statute in order to secure the reward intended by Con- 
gress, and the framers of our CONSTITUTION." 

This subject has been carefully considered by the Patent Office 
with the view of determining the form of claim to be allowed to 
inventors who have discovered a new use for an old material.** 


8 Ex parte Brown, 2 U. S. P. Q. 342 (Bd. App. 1929); Ex parte Hannach, 
8 U. S. P. Q. 13 (Bd. App. 1930); Ex parte Braunlich, 14 U. S. P. Q. 285 
(Bd. App. 1932); Ex parte Kharasch, 19 U. S. P. Q. 185 (Bd. App. 1933) ; 
Ex parte Fulweiler and Jordan, 24 U. S. P. Q. 268 (Bd. App. 1934); Ex parte 
Kritchevsky, 37 U. S. P. Q. 647 (Bd. App. 1937); Ex parte Harris, 43 U. S. 
P. Q. 125 (Bd. App. 1939). 

® Supra note 2. 

10 Article 1, Sec. 8. 

“The Congress shall have the power . . . to promote the progress of useful 
arts, by securing for limited times to authors and inventors the exclusive right 
to their respective writings and discoveries.” 

11 Dennis v. Pitner, 106 F. (2d) 142, 42 U. S. P. Q. 248 (C. C. A. 7th, 1939) 
cert. den. 308 U. S. 606, 60 Sup. Ct. 143, 84 L. ed. 101 (1939). 

Claim 2 is illustrative of the claims in suit and reads: 

“2. An insecticide and — eee an extract of cube.” 

12 See (1939) 21 J. P.O. S. 

13 we oo for New mas of Old Compositions and Articles (1920) 

3 J. &. G. 09; Wallenstein, Use Claims in “——— ee (1933) 15 
Leos 504: Wyman, Use Claims (1933) 15 J. P. 915; Stearns, 
Useless Claims in Chemical Cases (1933) 15 J. P. O. S. a7, Sheard and Asp. 
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A series of cases involving this point have recently been decided 
by the Court of Customs and Patent Appeals, which hold adversely 
to the patentability of the new use.’* These cases could all have been 
disposed of on the issue of novelty of the use. In the case of In re 
Newton and Grettie, the applicant attempted to claim a dry short- 
ening composition comprising an old edible oil composition.‘* The 
use of edible oils and fats for shortening is common, and to use the 
old material for this use would not involve invention, although the ap- 
plicant did perhaps discover the advantage of this use. Similar to 
this was the case of In re Lewis. Here the identical composition 
covered by the claim’® had been previously used as a lubricating oil. 
The applicant merely discovered that the modified oil claimed was 
not only more stable as described in the prior art but was less cor- 
rosive to certain metals. Similarly, in In re Parker the use was 
really not new. Here the applicant claimed’? a dusting powder used 
as a body deodorant, a composition previously used as a dusting 
powder for its antiseptic properties. Therefore, the cases of In re 
Parker, In re Lewis, and In re Newton and Grettie did not involve 
a new use of the composition, but rather the discovery of a new 
advantage obtained by the old use, or to be obtained by the ob- 
vious use. 

The case of Jn re King claimed an old compound as a therapeutic."* 
Here, however, the material had been used as a therapeutic before, 
applicant had merely isolated it from the natural source (lemon 
juice), identified it, and found this material to be the effective in- 


Claiming a New Use of an Old Substance (1938) 20 J. P. O. S. 912; See 
Ex parte Bosland, supra note 8. 


14 Jn re Newton and Grettie, 96 F. (2d) 291, 37 U. S. P. Q. 541, (C. C. 


P. A. 1938) ; In re King, 107 F. (2d) 618, 43 U.S. P. Q. 400, 510 O. G. 961 
(C. C. P. A. 1939); In re Parker, 107 F. (2d) 612, 43 U. S. P. Q. ‘ 
1999) 1939) ; In re Lewis, 108 F. (2d) 248, 44 U. S. P. Q. 76 

15 Claim 40 is illustrative of the claims in suit: 

“40. A dry shortening comprising a substance of the class consisting of oil, 
fat and mixtures of oil and fat . . . having added thereto a small amount of a 
substance of the class consisting of mono-acid glycerides of higher fatty acids, 

di-acid glycerides of high fatty acids in amounts sufficient to substantially in- 
crease the creaming properties of such shortening. . 

16 Claim 12 is illustrative ; it reads i in part: 

“12. Mineral oil composition, comprising a hydrocarbon lubricating oil of a 
character normally tending to corrode alloys . . . when continuously applied 
to the surface thereof under service conditions, and thio di-beta naphthylamine 
incorporated with said oil in corrosion inhibiting proportions.” 

17 Claim 5 is illustrative of the claims in suit: 

“5. A finely pulverulent dusting powder used as a body deodorant, consisting 
aeey of sodium bicarbonate and from about 2% to 25% of sodium per- 

rate.” 

18 Claim 3 is illustrative; it reads in part: 


“3. Asa oe — useful for its vitamin C potency, the substance 
hexuronic acid C. 
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gredient. The cases decided by the Court of Customs and Patent 
Appeals, therefore, although they contain language indicating that 
product-use claim cannot be patentable,’® have not definitely decided 
that point. 

Of course, the form of the claim may have considerable effect on 
the validity thereof. A claim reading “for use as an insecticide the 
compound X” might well be held unpatentable for the sake of con- 
sistency with the many statements that use claims are not patentable. 
The claim “an insecticide comprising the compound X,” while just 
as effective, might well be held as being within the statute, and held 
valid. This latter is the type of claim which has been considered 
most frequently and seems to offer the better justification for patent- 
ability under the statute. However, this distinction was ignored by 
the court in the recent case of Minnesota Mining & Manufacturing 
Co. v. Coe*® wherein the plaintiff was allowed certain claims for the 
use in the manufacture of an abrasive element of an isomeric compo- 
sition of a rubber derivative as the adhesive material, the court stating 
that the discovery of the superior adhesive properties of the material 
for binding abrasive articles was both novel and patentable. In this 
case use claims were granted the plaintiff even though he sought and 
also obtained claims to the abrasive articles bonded with the new 
adhesive which claims were to a new article of manufacture and 
would seem to adequately protect the invention made. 

Considering the decisions of our constitutional courts on this ques- 
tion, the rule has been frequently laid down in mechanical cases, that 
the mere new use of an old invention cannot be made the subject of 
a valid patent.** This is based apparently upon the belief that the 
patentee has a right to every use to which his device can be applied, 
and to every way in which it can be utilized to perform its function, 
whether or not he was aware of those uses when he secured his 


19 Jn re Lewis, supra note 14, at (1939) 44 U. S. P. Q. 78: 

“As to appellant’s contention concerning new and different function, it is 
merely necessary to state that patentability of a product claim must be found 
in the product itself and not solely upon an alleged new function asserted for 
the product.” 

20 Minnesota Mining & Manufacturing Co. v. Coe, 45 U. S. P. Q. 208 
(D. C. 1940). 

21 Brown v. Piper, 91 U. S. 37, 23 L. ed. 200 (1875) ; Pennsylvania Railroad 
Company v. Locomotive Engine Safety Truck Company, 110 U. S. 490, 4 Sup. 
Ct. 26, 28 L. ed. 222 (1883); Concrete Appliances Co. v. Gomery, 269 U. S. 
177, 46 Sup. Ct. 42, 70 L. ed. 222 (1925); Tyler v. Deval, Fed. Cas. 14, 307 
(1848); Frederick R. Sterns v. Russell, 85 Fed. 218 (C. C. A. 6th, 1898), 
cert. den. 171 U. S. 689, 19 Sup. Ct. 886, 43 L. ed. 179 (1898); Standard Oil 
Co. v. Oklahoma Natural Gas Co., 284 Fed. 469 (C. C. A. 8th, 1922); Leander 
Development Corp. v. Taft-Buick Corp., 42 F. (2d) 823 (C. C. A. 2d, 1930) ; 
Ingersoll Rand Co. v. Worthington Pump & Machinery Co., 87 F. (2d) 320, 
28 U. S. P. Q. 51 (C. C. A. 2d, 1937) ; Parkman Heating Corp. v. Goldenstein, 
91 F. (2d) 968 (C. C. A. 2d, 1937). 
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monopoly.” Realizing that this rule was strict and might tend to 
discourage invention in finding unexpected uses for machines, the 
courts have relaxed the rule to the extent that where the machines 
were modified, even slightly in many cases, to adapt it for the non- 
analogous use, then patent protection was permissible.** 

This rule while it has perhaps worked well in general in mechan- 
ical cases, would seem likely to prove a severe handicap to research 
in chemical cases. That is because generally in taking a machine from 
one art and applying to a totally non-analogous use, some adaptation 
of the machine is required which will be patentable.** In chemistry, 
however, very frequently no modification of the old material is neces- 
sary, or if it may be modified the possibilities of modification are 
infinite so that unless broad protection on the new use of the com- 
pound were obtainable, patent production would be useless. 

An early case*® involving the use of a composition consisting of 
lime-putty mixed with a non-conducting fibrous material as a cover- 
ing for preventing radiation from heated surfaces, indicated that the 
patentee could not, because of the new use to which the composition 
were applied, claim the composition. However, the exact meaning 
of the court was not clear, since they found that the reference was 
not entitled to a date early enough to anticipate the patents in suit 
and held the claims of the patents in suit valid.** 


22 Roberts v. Ryer, 91 U. S. 150, 23 L. ed. 267 (1875); Stow v. Chicago, 
104 U. S. 547, 26 L. ed. 816 (1881); Ansonia Brass and Copper Co. v. Elec- 
trical Supply Co., 144 U. S. 11, 12 Sup. Ct. 601, 36 L. ed. 327 (1892); Miller 
v. Eagle Manufacturing Co., 151 U. S. 186, 14 Sup. Ct. 310, 38 L. ed. 121 
(1894) ; Corona Co. v. Dovan, 276 U. S. 358, 48 Sup. Ct. 380, 72 L. ed. 610 
(1928) ; Goshen Sweeper Co. v. Bissell Carpet-Sweeper Co., 72 Fed. 67 (C. C. 
A. 6th, 1895); National Hollow Brake Beam Co. v. Interchangeable Brake 
Beam Co., 106 Fed. 693 (C. C. A. &th, 1901); Lektophone Corporation v. Rola 
Co., 34 F. (2d) 764 (C. C. A. 9th, 1929), aff'd 282 U. S. 168, 51 Sup. Ct. 93. 
75 L. ed. 274 (1930); Monarch Marking System Co. v. Dennison Mfg. Co., 
92 F. (2d) 90 (C. C. A. 6th, 1937); Krupp Nirosta Co. v. Coe, 96 F. (2d) 
i ae D. C. 1937), cert. den. 305 U. S. 602, 59 Sup. Ct. 63, 83 L. ed. 382 

23 Topliff v. Topliff, 145 U. S. 156, 12 Sup. Ct. 825, 36 L. ed. 658 (1892) ; 
Potts v. Creager, 155 U. S. 597, 15 Sup. Ct. 194, 39 L. ed. 275 (1895); Hobbs 
v. Beach, 180 U. S. 383, 21 Sup. Ct. 409, 45 L. ed. 586 (1901); Hallock v. 
Davison, 107 Fed. 482 (C. C. N. D. N. Y. 1901); Diamond Drill & Machine 
Co. v. Kelly Bros. (No. 2), 120 Fed. 289 (C. C. E. D. Pa. 1903); H. D. 
Smith & Co. v. Peck, Stow & Wilcox Co., 262 Fed. 415 (C. C. A. 2d, 1919), 
cert. den. 253 U. S. 497, 40 Sup. Ct. 588, 64 L. ed. 1031 (1920); J. A. Mohr & 
Son yv. Alliance Securities Co., 14 F. (2d) 799 (C. C. A. 9th, 1926); Lake- 
wood Engineering Co. v. Walker, 23 F. (2d) 623 (C. C. A. 6th, 1928): 
Firestone Tire & Rubber Co. v. United States Rubber Co., 79 F. (2d) 948 
(536) A. 6th, 1935), cert. den. 298 U. S. 679, 56 Sup. Ct. 945, 80 L. ed. 1399 

). 

24 Hobbs v. Beach, supra note 23. 

25 United States & Foreign Salamander Felting Co. v. Haven, Fed. Cas. 16, 
788, 9 O. G. 253 (C. C. E. D. Mo. 1875). 

a U. S. Patent 114,711, Claim 3 is illustrative of the claims in suit, it 
reads: 

“3. A composition for coating the exterior of steam boilers, pipes and other 
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The contrary view would seem to have been taken in the early 
case of Colgate v. Western Union Telegraph Co.,”" involving United 
States Patent No. 65,019. Here the court held that a claim cover- 
ing the use of wire covered with gutta percha as a telegraph cable 
was valid even though such a wire covered with gutta percha was 
old before the patentee’s invention. This case would be a strong 
one favoring the patentability of product-use claims, since it was 
subsequently commented on with approval by the Supreme Court,”* 
except that the patent claim*® litigated was indefinite and cumber- 
some according to our present standards. This made it difficult to 
tell whether it was treated as a product-use claim or whether in 
some way the court felt that a combination type claim was involved 
in which the old product put to a new use in the combination made 
a new combination.*° 

Subsequently, the courts in considering this question have fre- 
quently pointed out that the statute does not authorize the granting 
of patents for uses.** The Court of Appeals of the Second Circuit 
in Malmstead vy. Warner Brothers specifically has stated that in 


heated surfaces, . . . composed of asbestos and lime-putty combined and pre- 
pared as herein specified.” 

In Reissue Patent 4,134, Claim 4 is illustrative of the claims in suit, it reads: 

“4. The employment of lime-putty, when combined with paper pulp or any 
suitable fibrous non-conducting substance, as a material for preventing radiation 
from heated surfaces, or as an ingredient in any composition used for such pur- 
poses. 

27 Colgate v. Western Union, Fed. Cas. 2995 (C. C. S. D. N. Y. 1878). 

28 Busell Trimmer Co. v. Stevens, 137 U. S. 423, 11 Sup. Ct. 150, 34 L. ed. 
719 (1890). In epee on Colgate v. Western Union Tel. Co., supra 
note 27, the court said at 434: 

“The distinction between a double use, as the result of mere mechanical skill, 
and a new use created by the inventive faculty is strikingly illustrated in. . . 
Colgate v. Western Union Telegraph Co. . . . It was decided that the use by 
the patentee of the wire so covered to conduct electricity . . . was an entirely 
new use, the result of a discovery that gutta percha was an electrical non- 
conductor.” 

29 The claim in suit read in part: 

“The combination of gutta percha and metallic wire in such a form as to 
encase a wire or wires . .. within the non-conducting substance, gutta percha, 
making a . . . telegraph cable . . . which may be suspended on poles . . 
for . . . telegraphic communication . . . as herein before described.” 


80 Colgate v. Western Union Telegraph Co., supra note 27 at 6th Fed. Cas. 
87, the court stated: 

“It is manifest that the gist of the invention is the discovery of the fact that 
gutta percha is a non-conductor of electricity, and the application of that fact to 
practical use by combining gutta percha . . . with a metallic wire in the 
manner described, and then using the cable . . . for the purpose of conducting 
electricity.” 

81 Klein v. City of Seattle, 77 Fed. 200, 204 (C. C. A. 9th, 1896) ; Keszthelyi 

Doheny Stone Drill Co., 59 F. (2d) 3, 8 (C. C. A. 9th, 1932); H. K. 
heer & Sons, Inc., v. Scott & Williams, Inc., 63 F. (2d) 229, 231 (C. c. A. 
2d, 1933) ; Hookless Fastener Co. v. Prentice Mfg. Co., 68 F. (2d) 940, 941 
(c.. G A. 2d, 1934); Ingersoll Rand Co. v. Worthington Pump & Machinery 
Co., 87 F. (2d) 320, 323 (C. C. A. 2d, 1937); Malmstead v. Warner Broth- 
ers Company, 103 F. (2d) 334, 41 U. S. P. Q. 518, 519 (C. C. A. 2d, 1939). 
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chemical cases a new use for an old thing can never be patentable.*? 
The case, however, did not involve the question of the patentability 
of a chemical compound. The court in Kaumagraph Co. v. Superior 
Trade Mark Mfg. Co., Inc.,°* in considering the patentee’s argument 
on the question of infringement, pointed out that if the patentee’s 
argument as to equivalents were adapted the claims would be only 
for the well known resin soap and hence invalid since an old product 
would not be patentable by merely assigning to it a new adaptability. 
The court went on to find the claims not infringed.** A year later, 
moreover, this same court in Northam Warren Corp. v. D. F. New- 
field Co., Inc.** held that a fingernail cleaner consisting of an old 
white crayon composition was unpatentable citing H. K. Regar & 
Sons, Inc. v. Scott & Williams, Inc.*® 

Definitely the tendency of the courts, particularly in the Second 
Circuit, indicates that the discoverer of a new use for an old material 
cannot obtain a product use claim in any form, and with this tend- 
ency the appeal court for the Patent Office seems to agree. It would 
seem unfortunate that a ruling so important should be based upon 
cumulative dicta, or rulings unnecessary to the disposal of the cases 
in which they were made. Enough conflict exists, however, to offer 
hope that conflicting decision may be obtainable in the circuit courts, 
calling for a ruling by the Supreme Court. Consideration of the 
statute and of the purpose for which it was enacted should enable 
the court to find justification for a claim of the so-called product-use 
type, without a mere dismissal with the statement that the statute 
does not authorize patents for uses. Just why an insecticide, germi- 
cide or therapeutic in a marked container, containing an old in- 
gredient never before used for such a purpose, is not an article of 
manufacture in the same manner as electrical resistance element, 
bearing or valve made from an old material are articles of manu- 
facture is not clear. One may be identified by its shape, the other 
by its labelling. To the purchasing public both are articles which it 
asks for by name and it would seem more equitable for the courts 
to hold that both are entitled to protection where they otherwise 
qualify for the tests of patentability. SIDNEY JOHNSON. 


32 Malmstead v. Warner Brothers Company, supra note 31. 

383 Tee? Co. v. Superior Trade Mark Mfg. Co., Inc., 2 F. Supp 
360, 17 U. S. P. Q. 200 (E. D. N. Y. 1933), aff'd 72 F. (2d) 417, 23 U. mg 
P. Q. 58 (C. C. A. 2d, 1934). 

84 Claim 1 is illustrative of the claims in suit, it reads: 

“1. A solid fusible base for a marking composition including a mixture of 
rosin soap and shellac soap.” 

85 Northam Warren Corp. v. D. F. Newfield Co., Inc., 7 F. Supp. 773 (E. D. 
N. Y. 1934), aff'd 79 F. (2d) 1005 (C. C. A. 2d, 1935). 

86 Supra note 31. 
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RECOVERY FOR GOVERNMENT USE OF PATENTED INVENTIONS 


In view of the situation that brings forth the suggestion that fur- 
ther powers be given the President to better command the resources 
and industries of the country in cases of threatened emergency, it 
may well be profitable to examine the Act of June 25, 1910: which 
governs the utilization of patented inventions by the government 
both for national defense and for the routine requirements of gov- 
ernment. This bill has for its purpose the control of relations be- 
tween the government and owners of patented inventions which the 
government has utilized without the “license of the owner thereof 
or lawful right to use or manufacture the same.” It is the control- 
ling piece of legislation in its field, since the ordinary laws of con- 
tracts are sufficient to cover situations where a contract exists be- 
tween the government and the patent owner, or such a contract 
can be implied. This paper attempts a brief examination as to the 
operation of this statute in the control of the government’s patent 
relations. 


History of the Act 


The vulnerable position of the patent owner in his relations with 
the United States government gave rise to the original Act of 1910.* 
The rights of the patent owner prior to this act were protected only 
to the extent that a contract could be implied with the government 
or to the extent that an officer of the government could be held 


1 Act of June 25, 1910, c. 423, 36 Stat. 11 (1910), 35 U. S. C. §68 (1934), 
“ios Act of July 1, 1918, c. 114, 40 Stat. L. 705 (1918), 34 U. S. C. §472 
1934). 

“Whenever an invention described in and covered by a patent of the 
United States shall hereafter be used (or manufactured) by (or for) the 
United States without license of the owner thereof or lawful right to use 
or manufacture the same, such owner’s remedy shall be by suit against the 
United States in the Court of Claims for the recovery of his reasonable 
(and entire) compensation for such use (and manufacture): Provided, 
however, That said Court of Claims shall not entertain a suit or award 
compensation under the provisions of this Act where the claim for com- 
pensation is based on the use or manufacture by or for the United States 
of any article heretofore owned, leased, used by, or in the possession of 
the United States: Provided further, That in any such suit the United 
States may avail itself of any and all defenses, general or special, that 
might be pleaded by a defendant in an action for infringement, as set forth 
in title sixty of the Revised Statutes, or otherwise: And provided further, 
That the benefits of this act shall not inure to any patentee who, when he 
makes such claim, is in the employment or service of the Government of 
the United States, or the assignee of any such patentee; nor shall this act 
apply to any device discovered or invented by such employee during the 
time of his employment or service.” 


(The portions of the Act enclosed in parentheses were added by amendment 
in Act of 1918.) 


aoe? v. Turbine Co., 246 U. S. 28, 38, 38 Sup. Ct. 271, 62 L. ed. 560 
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liable for the wrongful infringement of patent rights. The patent 
owner’s remedy was circumscribed by the principles stated by Jus- 
tice Taft* that: (1) patent rights are property and are protected by 
the Constitutional guarantees; (2) a person taking property in 
disregard of constitutional guarantees is subject to be controlled to 
the extent necessary to prevent violation of the ConsTiTUTION, but 
the right to proceed against the individual did not extend to granting 
relief which could not be granted without impleading the United 
States; (3) where an officer within the scope of the authority vested 
in him, having knowledge of existing patent rights and their validity, 
appropriated them for benefit of the United States, the owner, under 
statute law of the United States permitting suits against the United 
States on contracts express or implied, may recover on the implied 
contract; (4) but where an officer of the United States did so 
without the conditions stated justifying an implication of a contract 
under (3) the only redress was against the officer, since no ground 
for implying a contract obtained. The absence of one or more of 
the conditions necessary to imply a contract frequently left the patent 
owner no remedy for an unlicensed use of his invention by the 
government.* The solution of this problem was sought. 


On the authority of Crozier v. Krupp® the Act of 1910 became a 
vital factor in the relations between the government, contractors with 
the government, and patent owners, the statute being considered as 
conferring a license upon the contractors to manufacture patented 
articles at the behest of the government and leaving the patent owner 
a remedy in the Court of Claims. A subsequent decision of the 
Supreme Court® interpreted the Act to its letter, denying its appli- 
cation to manufacture “for” the United States and thereby restricted 
the Act’s use to cases in which the government itself had made or 
used the infringing article, or to cases of contributing infringement. 
This decision came at a time of intense governmental naval con- 
struction and awakened the fears of officials that the government 
program would be handicapped by the inability of the government 
to assure contractors freedom from vexatious patent litigations over 
the use of patented inventions. A letter from the Assistant Secre- 
tary of the Navy Roosevelt to the Senate Chairman of the Naval 
Affairs Committee was instrumental in securing the passage of an 


8 Supra note 2 at 39. 


4Farnham v. U. S., 240 U. S. 537, 36 Sup. Ct. 427, 60 L. ed. 786 (1916) 
provides an example. There a failure by a government official to recognize the 
validity of the patent concerned and refusal to purchase were involved. 

5 Crozier v. Krupp, 224 U. S. 290, 32 Sup. Ct. 488, 56 L. ed. 771 (1916). 

6 Supra note 2. 
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amendment’ to the Act, the amendment, though a patent measure, 
being tacked on to the naval appropriations bill to ensure its rapid 
passage.*® 

Parties 


The Act is restrictive as to parties, but the courts have not 
further restricted the Act by interpretation. An alien may recover 
under the Act when such an alien complies with section 155 of the 
Judicial Code requiring that he is a subject of any government 
“which accords to citizens of the United States the right to prose- 
cute claims against such government in its courts.” This require- 
ment is satisfied if the foreign government gives to Americans the 
same right that it gives to its citizens irrespective of whether a suit 
is permitted against the government for infringement.’ Interven- 
tion is not permitted even by contractors who have guaranteed to 
save the United States harmless from possible suits arising from 
the manufacture for the government of patented articles.’° This, 
however, is to be expected, since jurisdiction of the Court of 
Claims is restricted by statute to those suits in which the United 
States is a party. Assignees of a patent have, however, been per- 
mitted to maintain a suit against the United States for a use of a 
patented invention by a contractor for the United States prior to 
the date of assignment despite the general statutory prohibition of 


R. S. 3477 ™ against the assignment of rights of action against the 
United States.’* The court considered that any other construction 
of the Act would accomplish the taking of property without due 
process of law in that otherwise the liability of the contractor to 


7 The Act, supra note 1. The portions of the Act in parentheses were added 
by this amendment. 

8 Mr. Padgett, Conference Chairman, in submitting the amendment to the 
House, commented : 

“Now the only change that is made is to provide that the private con- 
tractor who is doing the government work under contract with the gov- 
ernment shall be placed on the same basis and shall bring suit against the 
government of the United States to recover certain compensation from the 
use of their patent, or such damage for the use of the patent as they could 
recover if the government of the United States was doing the work itself. 
Thereby it would prevent the injunction process from the courts being used 
to prevent private manufacturer doing government work.—Conc. REc. 
7960-7961 (1918). 

® Brodie v. U. S., 62 Ct. Cls. 29 (1926). 
10 Waite v. U. S., 57 Ct. Cls. 546 (1922). 


11 Assignment of unliquidated claims against the United States is forbidden 
by R. S. 3477. 

12 Richmond Screw Anchor v. U. S., 275 U. S. 331, 48 Sup. Ct. 194, 72 L. ed. 
303 (1928), rev’g 61 Ct. Cls. 397 (1925). The Court commented, “. . . and 
it would seem that the danger of exploiting and harassing the government with 
the assignment of claims for patent infringement are within the general purpose 
of that section.” 


7 
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the assignee of the patent which would have existed before the 
passage of the Act would be removed without provision for a sub- 
stitute liability. The Act, otherwise, has not been construed as 
exempting suits by assignees of patents from the general prohibi- 
tion against suits for unliquidated claims.’* Licensees have not been 
permitted to sue under the Act, it being held that the owner of a 
patent who may maintain an infringement suit against the govern- 
ment must have at least such an interest in the patent as without 
the statute would support such a suit against a defendant other than 
the United States..* The Act would seem to present possibilities 
of an inequitable situation without any direct remedy in the case 
of licensees under the Act. It has been held that the owner of a 
patent may exact royalties from a licensee on a patented device 
built for the government.’® Under such a situation a licensed manu- 
facturer would be at a disadvantage when competing with unlicensed 
manufacturers for government contracts. Provisions in government 
contracts that the contractor assume the risk of patent infringement 
would seem to care for this situation and put bidders in a position 
of more equality.*® 

The Act was not intended to’’ and evidently did not affect the 
relationship of the government to its inventor employees in view of 
the express provision of the statute.** (Discussion of that relation 
is outside the scope of this article.) 


Government Use 


The Act of 1910 was amended with the intention’® of protecting 
contractors manufacturing for the government from the menace of 
injunctions.*® The remedy provided by the Act has been freely 
made available where the patented invention is used directly by the 
United States. The government has been held liable even for in- 
fringement where it installed an infringing manufacture in a wireless 


13 Brothers v. U. S., 250 U. S. 88, 39 Sup. Ct. 426, 63 L. ed. 859 (1919), 
aff’g 52 Ct. < 462 (1917). It is to be noted that the Court in Richmond, Screw 
Anchor v. U. S., supra note 12 at 345, disclaims the position that the statement 
ag 3 = — = as to assignment of claims for patent infringement in Brothers 
v 

14 Bliss \ “ S c 253 U. S. 187, 40 Sup. Ct. 455, 64 L. ed. 852 (1920), aff’g 
53 Ct. Cls. 47 (1917 ,3 

15 Newport News Shipbuilding Co. v. Isherwood, 5 F. (2d) 924, 933 
(C. C. A. 4th, 1925). 

16 See Waite v. U. S., supra note 10, for an example of such a contract. 

17 See H. R. Rep. No. 3, 6lst Cong., 2d Sess., Ser. No. 1288 at 4. 

18U. S. v. Dubilier Condensor Corp., 289 U. S. 178, 205, 33 Sup. Ct. 554, 
77 Lod itN4 (1933) ; Moore v. U. S., 249 U. S. 487, 39 Sup. Ct. 322, 63 L. ed. 

19 Wood v. Atlantic, Gulf and Pacific, 296 Fed. 718, 723 (S. D. Ala. 1924). 

20 364 Conc. Rec. 7961 (1918). See quotation from Mr. Padgett’s remarks, 
supra note 8. 
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station while operating the station for the benefit of a foreign cor- 
poration under an emergency act with all profits being paid over 
to the owners.**_ The degree of actual use made would seem to be 
immaterial. The Act has been held applicable where howitzers in- 
fringing the plaintiff's patent were bought abroad and stored for 
future use.?* 

It is not well settled what infringements of contractors for the 
government are subject to the Act. Early decisions make broad 
statements regarding the scope of the Act, but it has been held that 
it is not applicable unless the use of a patented invention was with 
the knowledge or pursuant to a requirement of the United States.** 
This view was taken in a suit in equity on a patent for a dredging 
tool which the defendant utilized in dredging under contract for 
an agency of the United States. The court refused to reopen the 
decree for the plaintiff on the ground that the reservation—“be used 
or manufactured by or for the United States’—had no application 
where the use was not contemplated in the contract with the gov- 
ernment. This decision cannot be entirely reconciled with the case, 
Foundation v. Underpinning Co.** In this case an injunction was 
refused against the defendant corporation’s use of the plaintiff's 
patented caisson in the construction under a sub-contract of a post 
office foundation, though the decision does not indicate that the use 
of the patented caisson was required by contract. An attorney for 
the government appeared, however, as amicus curie and this cir- 
cumstance was seized upon by the court in Wood vy. Atlantic Gulf 
and Pacific as indicating that the government was cognizant of the 
use made. This, though, might rather indicate an “adoption” of 
such a use made in the government’s interest with the consequent 
abatement of the defendant’s liability for infringement. Permitting 
the government to itself indicate whether or not a particular use 
was contemplated by both parties at the time of contracting would 
be an effective way of insuring the efficient and expeditious per- 
formance of key contracts despite a possibility of infringement of 
patents in their accomplishment. If the government should contract 
for a specific article, the United States would, of course, be liable 
for the infringement of a patent covering that article. It would seem 
that the government under the Act, as interpreted by Wood v. At- 
lantic, Gulf and Pacific, may sufficiently provide against patent suits 
delaying projects of primary governmental importance by contract- 


21 National Electric Signal Co. v. U. S., 77 Ct. Cls. 87 (1933). 
22 Olsson v. U. S., 25 F. Supp. 487, 87 Ct. Cls. 642 (1938). 

23 Wood v. Atlantic, Gulf and Pacific, supra note 19. 

24 Foundation v. Underpinning, 256 Fed. 374 (S. D. N. Y. 1919). 
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ing to save the contractor harmless from claims of liability.2* The 
government’s expedient of inserting a requirement that the con- 
tractor save the government harmless from claims for infringement 
of patents or copyrights is effective in protecting the government 
from vexatious claims in the purchase of ordinary supplies under 
any interpretation of the Act.”® 


In the use of an invention the government is entitled to the same 
notice of a patentee’s patent rights as a private citizen.*7 It has 
been held, however, that knowledge of the patentee’s rights by an 
officer of the United States, engaged in securing bids on an infring- 
ing apparatus, was sufficient notice under the statute.** The de- 
fenses of the government against a suit under the Act are generally 
the usual patent defenses of invalidity or non-infringement, but the 
nature of the court makes certain differences. 


Jurisdiction over Suits under the Act 


The Act is explicit in holding that cases of governmental “in- 
fringement” of patents shall be by suit in the Court of Claims. No 
particular difficulty would be expected from the situation where a 
defendant in an infringement suit pleaded that the infringement com- 
plained of was, in fact, a manufacture for the United States and that, 
therefore, suit properly should be brought in the Court of Claims 
against the government. It was necessary, however, for the Su- 
preme Court to decide that a federal district court had jurisdiction 
to determine whether the use was for the United States after a 
district court dismissed the suit, ostensibly on the ground that it had 
no jurisdiction.2* As a matter of practice the court may preliminar- 
ily decide the question of whether a use for the government is in- 
volved, holding a hearing for that purpose, if necessary, before tak- 
ing up the other defenses involved.*° 


25 Floyd Smith v. Irving Air Chute Co., 276 Fed. 834 (W. D. N. Y. 1921). 

26H. L. Waite v. U. S., 63 Ct. Cls. 438, 444 (1927) involves a contract in- 
volving such a clause. 

27 The statute, R. S. 4900, 35 U. S. C. §49 (1934), makes the requirement 
for notice; the Act provides that the United States may avail itself of any or 
all of the defenses that might be pleaded by the defendant in an action for in- 
fringement. 

28H. L. Waite v. U. S., supra note 26. The court in this case commented 
that the representative of the successful bidder to manufacture for the govern- 
ment did not expressly disclaim knowledge of the existence of the patent. The 
contract provided that the contractor would hold the United States harmless 
from liability for patent infringement. 

29 Sperry v. Arma, 271 U. S. 232, 46 Sup. Ct. 505, 70 L. ed. 922 (1926). 

80 Broome v. Hardie-Tynes, 92 F. (2d) 886 (C. C. A. 5th, 1937) ; Hazeltine 

Corp. v. General Electric, 19 F. Sup. 898 (D. Md. 1937); Pierce v. Sub- 
marine Signal Co., 25 F. Supp. 862 (E. D. Mass. 1939). 
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Procedure and Evidence in Court of Claims 


In suits under the Act of 1918 in the Court of Claims, the plain- 
tiff is placed at a peculiar disadvantage in that the government is 
not required to set up its defenses in its answer or give written 
notice thereof thirty days before trial, as required of other defend- 
ants by R. S. 4920.** The Court of Claims interprets the second 
proviso of the Act of 1918 to mean that defenses which others may 
plead accrue to the United States without pleading.** However, 
after the government pleads the general issue, the plaintiff may be 
allowed motions for a bill of particulars or for interrogatories, or 
both, under Rule 38** of the Court of Claims.** Interrogatories 
should not be addressed to the United States as defendant or gen- 
erally to such representatives of the United States as may have 
the best information and knowledge of the facts inquired about, 
but must be addressed to specific heads of government departments. 
In other words, the plaintiff has the burden of choosing his own 
witnesses.*° 

The Court of Claims is without power to grant a right of dis- 
covery.*® However, it is customary to make calls on government 
departments for drawings and samples*’ to which the United States 
may or may not choose to comply.** A witness for the government 
may stand on his claimed privilege and refuse to divulge military 
secrets, nor under such circumstances will the Court of Claims order 
the defendant to proceed with the case in camera. The presumption 
obtains that in the exercise of the authority to refuse information 
deemed necessary in the prosecution of a suit against the United 
States, the officers of the government have acted in good faith, es- 
pecially in the absence of any proof that their action has been exer- 
cised arbitrarily, capriciously, or with intent to injure the plaintiff.*® 
But where in an action for patent infringement, the government re- 





31 The first paragraph of R. S. 4920 reads: 
“In any action for infringement the defendant may plead the general 
issue, and having given notice in writing to the plaintiff or his attorney 
thirty days before, may prove on trial any one or more of the following 
special matters.” 
32 Richmond Screw Anchor Co. v. U. S., 58 Ct. Cls. 433 (1923). 


33 Rule 38 of the Court of Claims provides that: “In any patent case, within 
sixty days from the filing of the general traverse (unless the time be other- 
wise extended by the court) either party may file motions for interrogatories or 
bills of particulars, or both, in order to prevent surprise and to suitably frame 
the issues to be met.” 
34 Pratt v. U. S., 87 Ct. Cls. 586 (1938). 
35 Pratt v. U. S., supra note 34. 
36 Blenkner v. U. S., 65 Ct. Cls. 18 (1928). 
37 Richardson v. U. S., 78 Ct. Cls. 581 (1933). 
38 Isham v. U. S., 76 Ct. Cls. 1 (1932). 
39 Pollen v. U. S., 85 Ct. Cls. 673 (1937). 
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fuses to divulge the details of its own apparatus and to show lack 
of identity with the patented device, there is a strong presumption 
of identity and the way is opened for the introduction of secondary 
evidence as to its character.*® 


Damages under the Act of 1918 


Generally the methods of the Court of Claims in assessing damages 
in suits under the Act of 1918 are those used in determining damages 
for patent infringement in ordinary suits at law under R. S. 4919." 
Where a patentee throws his invention open to the public upon 
the condition that the user pay to him a fixed royalty, the extent 
of the injury in case of infringement, for the United States as well 
as in ordinary infringement cases, in the absence of clear and 
distinct evidence to the contrary, does not exceed the loss of the 
fixed royalty.*? In such case, the patentee is not entitled to damages 
for the loss of the right of injunction against the manufacturer for 
the United States, which right is eliminated by the Act of 1918.* 
Where a license agreement between the government and the owners 
of patents covering drop bombs, and accessories thereto, fixed a 
royalty for the manufacture and use of the patented bombs by the 
government, and further provided that the government, without 
additional compensation, shall have the right to the manufacture 
and use of any drop bombs possessing such improvements, the 
royalty so fixed was held to be reasonable compensation for infringe- 
ment of patents in the manufacture and use only of the improved 
bombs by the government.** 

Where plaintiff has no established royalty or license value, the 
loss of profits resulting to plaintiff from the infringement by the 
manufacturer for the government is a proper measure of damages.*® 
Where the government is an old customer of the patentee, it is 
properly deducible that the patentee, by reason of the infringement, 
lost the sale of his own apparatus; it is, therefore, proper to use 
such lost profits, rather than the actual profits of the unlicensed 


40 Isham v. U. S., supra note 38. 


41 As to damages recoverable at law, WALKER on Patents, DELLERS Ep1- 
TION, (1937) at p. 2157, states: “. . . there are several methods of assessing 
damages for infringement of patents. The primary method consists in using 
the plaintiff’s established royalty as the measure of those damages. . . . The 
second consists in estimating these damages by ascertaining what the plaintiff's 
close monopoly prevented the latter from deriving therefrom. . . . The third 
consists in proving what would have been a reasonable royalty.” 

42 Richmond Screw Anchor Co. v. U. S., 67 Ct. Cls. 63 (1929) ; Carley Life 
Float Co. v. U. S., 74 Ct. Cl. 682 (1932). 


43 Richmond Screw Anchor Co. v. U. S., supra note 12. 
44 Barlow v U. S., 87 Ct. Cls. 287 (1937). 
45 Welin Davit and Boat Co. v. U. S., 78 Ct. Cls. 772 (1934). 
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manufacturer, for the United States, as the measure of damages.*® 
Where plaintiff’s sole licensee, who held all manufacturing and sell- 
ing rights, was not a party to the suit, plaintiff was allowed only 
the same percentage of the purchase price of the infringing apparatus 
purchased by the government as it was receiving from its sole li- 
censee, and was denied additional compensation on the basis of the 
licensee’s lost manufacturing profits.*? 

Where the patentee did not manufacture guns embodying his 
invention, nor did anyone else manufacture and sell such guns under 
a royalty or license agreement, and where the United States did 
not manufacture or acquire the guns for sale, there were no profits 
in a commercial sense which might be considered in the determination 
of the value of the invention to the patentee; the damages are not 
the total monetary value of the savings and advantages to the United 
States by reason of the use of the infringing gun, but are the rea- 
sonable royalty which the United States should have paid him.** 

The Court of Claims has no power to award nominal damages 
where there is technical infringement without actual damage.*® 

Where royalties are the measure of damages for patent infringe- 
ment for the United States, the patentee is entitled to interest thereon 
from the time the royalties should have been paid to the date of 
judgment.*® The Court of Claims originally held * that where 
profits instead of royalties were utilized as a measure of damages, 
interest was barred before judgment under Tilghman v. Proctor.*? 
But the United States Supreme Court later held that also in such 
case interest should be allowed to make the compensation “entire” 
in the sense of the Act of 1918.°* 

Interesting views not controlling in Court of Claims cases are 
set forth in the special jurisdiction case of Van Meter v. United 
States** where the majority and dissent discuss the theory of dam- 
ages under the Act of 1918. 


46 Waite v. U. S., 69 Ct. Cls. 153 (1930); Imperial Machine and Foundry 
Corp. v. U. S., 69 Ct. Cls. 667 (1930). 

47 Carley Life Float Co. v. U. S., supra note 42. 

48 Olsson v. U. S., 87 Ct. Cls. 642 (1938). 

49 Martin v. U. S., 86 Ct. Cls. 311, 387 (1938). 

50 Richmond Screw Anchor Co. v. U. S., supra note 12. 

51 > v. U. S., Imperial Machine and Foundry Corp. v. U. S., both supra 
note 46. 

52125 U. S. 136, 160, 161, 8 Sup. Ct. 894, 31 L. ed. 664 (1888), where the 
Court said: “The profits allowed in equity for the injury that a patentee has 
sustained by the infringement of his patent, have been considered as a measure 
of unliquidated damages, which, as a general rule, and in the absence of special 
circumstances, do not bear interest until after their amount has been judicially 
ascertained.” 

53 Waite v. U. S., 282 U. S. 508, 51 Sup. Ct. 227, 75 L. ed. 494 (1931). 

5447 F. (2d) 192 (C. C. A. 2d, 1931). 
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Review of Court of Claims Decisions under the Act of 1918 


Under the Appeals Act of February 13, 1925, there is no appeal 
from Court of Claims decisions. However, the United States Supreme 
Court may grant a petition for certiorari. Review by the Supreme 
Court is limited to questions of law. Questions of validity and in- 
fringement are questions of fact under the Act of 1918.°%° The Su- 
preme Court will not sustain judgments of the Court of Claims not 
supported by express findings of fact, but will remand with instruc- 


ns . 56 
tions that such findings be made. Artuur H. BEHRENS, 


GerorGE C. ROEMING. 


EsTopPEL OF A LICENSEE TO DENY THE VALIDITY OF His LICENSOR’S 
PATENT IN A SUIT FOR INFRINGEMENT FOR ACTS OUTSIDE THE 
SCOPE OF THE LICENSE 


In a suit upon a license agreement for royalties, the licensee is 
estopped to deny the validity of his licensor’s patent, according to case 
law of long standing.’ It is equally well recognized that there can be 
no estoppel of this kind in an ordinary infringement suit, in the ab- 
sence of extraordinary circumstances. It is interesting to inquire 
into the status of such estoppel when suit it not for royalties, but is 
for infringement, based on acts done outside the scope of the license. 
In this situation, in the absence of a covenant not to do the unlicensed 
acts,? the only remedy of the patent owner seems to be an action for 
infringement of his patent or, in certain cases, a bill for specific per- 
formance.’ The question which is then raised is whether the in- 
fringer is estopped, in this infringement suit, to deny the validity of 
the patent or patents in suit. 


(1930). S. v. Esmault Pelterie, 303 U. S. 26, 58 Sup. Ct. 412, 82 L. ed. 625 
(1936) S. v. Esmault Pelterie, 299 U. S. 201, 57 Sup. Ct. 159, 81 L. ed. 123 
1 WALKER ON Patents, DELLER’s Epition, § 383 (1937). 


2 Pope Mfg. Co. v. Owsley, 27 Fed. 100 (C. C. N. D. Ill. 1886). In that 
case, defendant agreed not to make any bicycles other than those having wooden 
wheels, no greater than fifty inches in diameter. In Cassidy v. Evan L. Reed 
Co., 293 Fed. 797 (E. D. Ill. 1923), the license contained the following clause: 
“The manufacture however, of such folding stools shall be limited to the factory 
of said licensee at Sterling, Illinois.” 

8 Specific performance as a remedy of the licensor will not be dealt with here. 
In Indiana Mfg. Co. v. Nichols & Shepard Co., 190 Fed. 579 (C. C. E. D. 
Mich. 1910), the court said that the bill had the aspect of one for specific 
performance, and disagreed with the conclusion reached in Indiana Mfg. Co. 
v. J. I. Case Threshing Co., 154 Fed. 365, 83 C. C. A. 343 (C. C. A. 7th, 1907). 





EDITORIAL NOTES 227 


The court refused to apply such estoppel in Chance v. Lehigh Navi- 
gation Coal Co.* Suit in that case was for infringement of six patents 
which were improvements on a basic patent, which had expired at 
the time this suit was brought. The defendant had taken a license 
under the basic patent for use at its Alliance colliery. This license 
included the right to use, without additional royalties, all improve- 
ments invented by Chance. The defendant also had under the agree- 
ment an option to secure like licenses carrying the same terms and 
conditions to cover other sites; the option was exercised as to de- 
fendant’s Cranberry colliery, but refused as to the Tamaqua col- 
liery.° Suit for infringement was brought for use of the patents at 
the Tamaqua colliery. The court held that the defendant was not 
estopped by its license to deny the validity of the patents in suit. 


Classification of Limited Licenses 


A license may be unlimited in the scope of the immunity from suit 

granted,° or it may be limited as to: 

. Time; 

. Number of articles ;” 

. Specifications of the article ;* 

. Territory ; 

. Other acts of the licensor not within the above classes ;® 

. A combination of two or more of the above. 


Inasmuch as a limitation as to the number of articles to be manu- 
factured amounts also to a limitation as to time, the first two of these 
limitations present substantially the same problem. The fact that, in 
the first class of limitations, the time is usually definite, whereas it is 


425 F. Supp. 532, 39 U. S. P. Q. 227 (E. D. Pa. 1938); aff'd. in a memo- 
randum decision on the opinion of the District Court in 107 F. (2d) 1009 (C. 
C. A. 3d, 1939). 

5 The defendant objected to paying the same royalty for use of the improve- 
ment patents as it had paid for the basic patent which had then expired. 

6 That a license is merely a waiver of the right to sue, see Woopwarp, Quasi 
Contracts, § 62 (1913). 

7™In Tate v. B. & O. R. Co., 229 Fed. 141, 143 C. C. A. 417 (C. C. A. 4th, 
1915), defendant had a license to use the device of the plaintiff’s patent on 48 
locomotives. He paid the price agreed upon, and then used the plaintiff’s device 
on 999 other locomotives without a license. 

8T. H. Symington Co. v. National Malleable Castings Co., 257 Fed. 564 
(N. D. Ill. 1919). Plaintiff’s patents covered two different types of draft gear: 
an included friction type, and a non-included type. Defendant was licensed “to 
manufacture, use and sell draft rigging of the included friction type only.” For 
another case involving a license of this type, see Pope Mfg. Co. v. Owsley, 
supra note 2. 

® International Burr Corp. v. Wood Grinding Service, Inc., 34 F. (2d) 905 
(C. C. A. 2d, 1929). Defendant had a limited license under plaintiff’s article 
patent, to manufacture burrs under the patent and to sell them to persons hold- 
ing licenses under the process patent owned by plaintiff. During the term of the 
license, defendant sold burrs to non-licensees of said process patent. 
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usually indefinite in the second class, is of no consequence for the 
purposes of this discussion, as will be seen. In both types of license, 
the licensee’s immunity from suit is limited as to time, and at the end 
of that time, the license is actually no longer in existence. 


Similarly, limitations of types 3, 4 and 5 present the same problem, 
because in each case the license is in existence as to time while the 
patent is being infringed. It will be noted, of course, that limitations 
as to specifications of the article, and limitations as to territory are 
included in a broad class of limitations or restrictions upon the licensee 
other than time or number. 


Licenses Limited Otherwise Than as to Time or Number of Articles 


What is the significance of the difference between licenses of types 
1 and 2 on the one hand, and types 3, 4 and 5 on the other? In the 
former, there is no license whatever in existence at the time the in- 
fringement takes place; in the latter, there is a license between the 
parties at the time the infringement occurs, but that license relates to 
acts other than those complained of in the infringement suit. The 
court in the Chance case apparently thought this difference was of no 
consequence: “I see no reason why an act as to which there are no 
mutual rights or obligations because of a geographical limitation is any 
different from one as to which they are at an end by expiration of 
time.” An attempt will be made here to show that there is a differ- 
ence. 


It will be helpful at this point to consider the effect upon the license 
of an adjudication of invalidity of the patent which is the subject of 
the license contract. Unless this contract permits termination of the 
license,’® neither party will be permitted to repudiate the license with- 
out cause. Such cause for repudiation by the licensee is failure of 
consideration, arising through an adjudication of invalidity by a com- 
petent court, as was brought out in Drackett Chemical Co. v. Cham- 
berlain Co. In that case, suit was upon the license agreement in- 
volving a patent previously held invalid in another jurisdiction. The 
court held that the defendant was estopped to deny the validity of the 


10In Stimpson Computing Scale Co. v. W. F. Stimpson Co., 104 Fed. 893 
(C. C. A. 6th, 1900), a clause in the license provided for termination of the 
license by the licensee by giving six months notice. For a license with a 
provision for termination upon notice by the licensor, see Pope Mfg. Co. v. 
Owsley, supra note 2. 

1163 F. (2d) 853 (C. C. A. 6th, 1933). Accord, White v. Lee, 14 Fed. 
789 (C. C. D. Mass. 1882). These cases seem to hold that one adjudication 
of invalidity constitutes an eviction. Pope Mfg. Co. v. Owsley, supra note 2, 
appears to be not in harmony with those decisions, holding that a single ad- 
judication of invalidity was not an eviction. On Eviction generally, see WALKER 
ON PATENTS, supra note 1 at § 384. 
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patent in respect to royalties accruing before the eviction (adjudica- 
tion of invalidity), saying: 


For more than fifty years it has been recognized that a plea or 
answer that the patent is void is not, of itself, a sufficient defense 
to an action for royalties under a license agreement, but that evi- 
dence of what may be called an eviction is such defense. . . . 

. The subject-matter of such a contract is essentially “the 
monopoly which the grant confers: the right of property which 
it creates,”’* and, when this monopoly has been destroyed, and 
the exclusive rights'* of manufacture, sale, and use, purported to 
have been created by the patent, are judicially decreed to be no 
longer exclusive, but are thrown open to the public at large, there 
has been a complete failure of consideration—an eviction—which 
should justify a termination of the contract. Prior to such evic- 
tion, the mere invalidity of the patent is properly held not to be 
a sufficient defense, because the licensee may still continue to en- 
joy all the benefits of a valid patent. It may be respected, and the 
licensee would then have just what he bargained for. 


The court in the Chance case relied on Indiana Mfg. Co. v. Nichols 
& Shepard Co.'* Suit in that case was for infringement, based on 
acts not within the terms of the license.** Although the facts of the 
case raised no territorial question, the court saw fit to draw an 
analogy between the problem raised by a license limited territorially 
and the license of the case at bar, stating: 


If the complainant had licensed defendant to manufacture and 
sell machines in Indiana, but not elsewhere, and had then learned 
that the defendant was manufacturing and selling in Michigan, it 
might, and probably would, file an ordinary, plain infringement 
bill. Such a license could not then be urged by defendant as any 
defense, because it would not be pertinent to the act complained 
of; and so it would seem that, in such a bill, complainant could 
take nothing whatever from the existence of the license. It would 
be substantially accurate to say that the license did not exist in 
Michigan. 

The estoppel must be mutual. The licensee may not deny the 
patentee’s title to the monopoly; the patentee may not deny the 
licensee’s right to act under that monopoly. It is difficult to see 
how, when the act involved is the manufacture of a certain ma- 


12 At this point, the court cited Gayler v. Wilder, 10 How. 477, 493, 13 L. 
ed. 504 (U. S. 1850). 

18 That by the word “exclusive” the court meant the monopoly obtained by 
excluding others from practicing the invention rather than exclusive licenses is 
evident from the following quotation: “Licenses may be exclusive, partially 
exclusive, or non-exclusive. The principles which we have stated apply with 
equal force to all these types. . . .” 

14 Supra note 3. 


15 The defendant took the license under the following “conditions”: pay a 
license fee; have a settlement of accounts rendered and made at stated periods ; 
attach labels, furnished by the licensor; and maintain a schedule of selling 
prices. 
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chine, at a specified place or in a specified way, and both com- 
plainant and defendant agree that there is no contract in existence 
permitting the act in controversy, either party can be estopped by 
a contract relating to something else.*® 


It is interesting to inquire into the results of applying the rule of 
the Chance and Nichols cases to its logical conclusion. Suppose that, 
after the court in those cases decided that the patents in suit were 
invalid, the plaintiff then sued for royalties accrued after the adjudica- 
tion, for manufacture within the terms of the license: we have then 
a situation in which, by the doctrine of the Drackett case, the defend- 
ant may set up the prior eviction—. ¢., the invalidity of the patents— 
as a valid defense. Since the acts of the defendant are within the con- 
ditions of the license, the plaintiff is estopped to sue for infringement ; 
he “may not deny the licensee’s right to act under that monopoly.” ?” 
The licensee, however, is not estopped to deny the validity of the 
patents. Where is the mutuality of estoppel spoken of by the court 
in the Chance case,'* and discussed by the court in the Nichols case? 

To be sure, existing case law allows the licensee to set up the evic- 
tion as a defense to a suit for royalties; this is illustrated by the 
Drackett case. In that situation, however, the licensee is evicted by a 
previous adjudication of invalidity involving a total stranger to the 
license relationship; obviously there can be no estoppel against one 
not a party to the contract. The question then arises whether it is 
not reasonable to consider the licensee a stranger to the license in an 
infringement suit for acts outside the license.1® Such an interpreta- 


16In Kohn v. Eimer, 265 Fed. 900 (C. C. A. 2d, 1920), the defendant had 
obtained a license from a party who had no capacity to grant a license. Judge 
Learned Hand said: 

“The estoppel which arises from a license is mutual, and includes as 
much the protection of the licensor from suit for infringement as the 
licensee’s incapacity to dispute the validity of the patent. Were it not so, a 
license once accepted would be an estoppel forever, though the rule is settled 
that, when the license is ended, the estoppel disappears with it.” 

The Symington case, supra note 8, quoted from the Nichols case, supra note 
3, - paragraph beginning: “The estoppel must be mutual.” The court also 
said: 

“Tt is difficult to see how the licensee can be estopped in respect to the 
nonincluded type. It took nothing by the license as to this, no immunity 
from suit, and assumed no obligation respecting it.” 

17 Nichols case, supra note 3 at 584. 


18“T see no reason why an act as to which there are no mutual rights or 
obligations because of a geographical limitation i is any different from one as to 
which they are at an end by expiration of time.” 

19 In the Stimpson case, supra, note 10, the court said: 

“After the termination of a contract, the parties are freed from any 
estoppel resting upon them while in their former relation. The licensee may 
dispute the title or right of the former licensor to the same extent as a 
stranger might.” 

Suit in that case was brought after the license was at an end as to time. As 
above expressed, it is thought that this “stranger” doctrine should not be ex- 
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tion of the relationship seems strained and unrealistic inasmuch as the 
plain fact is that he is not a stranger to the license; he is the licensee, 
and if the doctrine of estoppel is to have any effect or application in a 
suit for royalties, it must apply in the infringement suit. If the estop- 
pel is not applied at that point, the licensee is permitted to do in- 
directly what the law does not permit him to do directly. 

It can, of course, be argued that the licensor could have required an 
express covenant by the licensee not to contest the validity of the 
patent,”° and that the licensee should not be estopped to deny the 
validity of the patent under which he is licensed in the absence of such 
a covenant. By the same token, however, the licensee could have in- 
sisted upon a clause in the contract permitting him to terminate the 
license upon notice,** and it could be urged with equal seriousness 
that, inasmuch as the contract lacked such a termination clause, the 
licensee should not be permitted to terminate the license. Nothing 
is gained, of course, by this method of analysis. It is probably rea- 
sonable to presume that the licensor would in every case like to have 
his licensee’s covenant not to deny the validity of the patent, and that 
the licensee in every case would prefer to be not so bound; that in 
most cases a licensee would like to be able to terminate the license 
upon notice, if he believes that he has a good chance of securing an 
adjudication of invalidity in an infringement suit, and that the licensor 
in every such case would prefer to keep the license inviolate so as to 
prevent such an adjudication. Undoubtedly many licenses are drawn 
up only after very serious consideration of all the points likely to be in 
issue by competent counsel for both sides,?* and an agreement may re- 
sult only after much disagreement and compromise; on the other 
hand, however, licenses undoubtedly exist also in which many of the 
issues were simply overlooked by both parties and were omitted for 
that reason. 

It is not the purpose of this short discussion to present a review of 
the law of construction of licenses.** Suffice it here to say that too 
much reliance should not be put upon the fact that a license does not 
submitted here, the point is more than something which is created for the 
purpose of having a “straw man” to knock down. In view of refusal by the 
courts to apply the estoppel in cases like the Chance case, relying as they have 
done upon analogy to licenses limited as to time (see supra note 18), it is not 
preposterous to believe that the courts might also by analogy try to consider 
the licensee a “stranger” to the license where the license is still in existence. 

20 Pope Mfg. Co. v. Owsley, supra note 2. 
21 See supra note 10. 


22 Such was apparently not the fact in the Chance case; in speaking of the 
license agreement and option in that case, the court said: “Both these contracts 

were prepared by the plaintiff (the license a printed form) and they are to be 
construed strictly against the party in whose words they are cast.” 
28 WALKER ON PATENTS, supra note 1 at § 387, treats this subject. 
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expressly bind the licensee not to deny the validity of the licensor’s 
patent. In a suit for royalties, the licensee may not set up the in- 
validity of the patent except to show a failure of consideration. In 
the light of the previous discussion, it would seem to be more nearly 
in accord with justice to insist that this failure of consideration arise 
out of the acts of persons other than the one who relies upon it as a 
defense. The licensee should not be permitted to evict himself from 
his contract; but for the licensee’s own act of securing the adjudica- 
tion of invalidity, he could “continue to enjoy all the benefits of a valid 
patent. It may be respected, and the licensee would then have just 
what he bargained for.” ** 

The reasons given above for holding the licensee estopped in the 
infringement suit from questioning the validity of the patent are that 
the licensee should not be allowed to do by indirection what he is 
prohibited from doing directly, and that the licensee should not be 
permitted to evict himself from his own contract. It appears that 
analysis from another approach can add another ground for the estop- 
pel. This approach is based on the licensee’s acceptance of the bene- 
fits of the patent monopoly under his license by using the patent with- 
in the terms of the license, where such is the fact. 

In the Chance case, the court stated: “Both parties agree that the 
estoppel here, if there is one, is by deed and not by conduct.” This 
statement of the court, together with the entire treatment given the 
estoppel question, indicates that only estoppel by deed was consid- 
ered.**> Counsel for the plaintiff did not urge estoppel by conduct, ac- 
cording to the above quotation, and the court apparently did not con- 
sider it of its own volition. It appears, however, that such estoppel 
could, and should, have been argued. 

In the cases under consideration here, the licensee will usually be 
found to be operating within, as well as outside, the limitations of his 
license. Under these circumstances, the licensee accepts the benefits 
of the patent monopoly at the same time that he trespasses upon the 


24 Drackett case, supra note 11 at 854. 


25 This is evident from the close scrutiny given to the license, and the strict 
interpretation thereof (supra note 22). One reason given by the court for 
refusing to grant the estoppel was the fact that the license contained an ex- 
press admission of validity of the basic patent, but no mention was made therein 
of such admission as to the improvement patents, which were the patents in suit. 
The court thought that this omission “suggests that the parties intended that 
defendant should be at all times free to take any position it wished with regard 
to them.” Another reason given by the court was that the license agreement 
contained no covenant not to do the acts upon which the infringement suit was 
based; it was on that fact that the court distinguished the Chance case from 
the Cassidy case (supra note 2). The third reason for denying the estoppel is 
the one discussed in the text above and in note 18 supra—i. e., lack of mutuality 
because there was no contract relationship in existence as to the acts upon which 
the infringement suit was based. 
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monopoly. In a suit brought against him for that trespass, it would 
seem that the only issue should be whether the acts complained of 
fall within the legitimate scope of the license. 

It is apparent from the above discussion that problems like those 
of the Chance and similar cases cannot arise where the license is lim- 
ited as to time or number of articles and infringement is for acts which 
are outside the scope of the license,** for the reason simply that the 
license has ceased to exist; the same problems cannot arise because 
there no longer is any license upon which the licensor can sue for 
royalties, and from which he could evict himself. Moreover, there is 
no transaction existing under which he accepts the benefits. In view 
of these distinctions, it would seem that the courts are not entirely 
correct in assuming that licenses limited as to specifications or terri- 
tory are analogous to licenses limited as to time or number. 


Conclusion 


Although it would appear to be reasonable and proper to hold a 
licensee estopped to deny the validity of his licensor’s patent even in a 
suit for infringement for acts outside the license, it should be remem- 
bered that the few cases directly in point take the contrary view, ap- 
parently confusing the situation with the time limitation license cases. 
The best remedy for the licensor would appear to be to include in the 


license a covenant not to contest the validity of the patent.27_ Where 
such a covenant is not to be had, the next best remedy seems to be a 
covenant not to do certain acts.** Joun F. Scumipt. 


26 See Classification of Limited Licenses, supra p. 227. 
27 Pope Mfg. Co. v. Owsley, supra notes 2 and 20. 
28 Supra note 2. 
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CRIMINAL LAaw—StatuTes—USE or Passports.—Defendant was 
prosecuted under 40 Stat. 227 (1915), 22 U. S. C. § 220 (1934) which 
provides a penalty for use of a passport secured by reason of a false 
statement. At the time of enacting, passports were not in use to estab- 
lish United States citizenship upon return from abroad, but subsequent 
to 1930 the State Department sanctioned and recognized the use of 
a passport for that purpose. Defendant had a passport obtained in 
violation of this statute, and presented it to a United States Immigra- 
tion Inspector as evidence of citizenship, to obtain entry into the 
United States after a trip abroad. Held, that such use was a viola- 
tion of the statute even though Congress at the time of enactment 
contemplated the use of passports in a foreign country only. United 
States v. Browder, 113 F. (2d) 97 (C. C. A. 2d, 1940). 

A statute in general language is prospective and its application to 
a given state of facts may change as new things or new uses of old 
things come into existence. Thus when Puerto Rico became a ter- 
ritory of the United States the tariff laws were held to apply to it the 
same as to other territories, even though Congress at the time of 
passing the act contemplated Puerto Rico as a foreign country. De 
Lima v. Bidwell, 182 U.S. 1, 21 Sup. Ct. 743, 45 L. ed. 235 (1900). 
Maben v. Rosser, 24 Okla. 158, 103 Pac. 673 (1909) (new officers 
under statute enacted before their offices had been created) ; Appeal 
of Cummings, 127 Me. 418, 144 Atl. 397 (1928) (same rights allowed 
person given custody of a child upon separation, as upon divorce, 
where statute at enactment applied only to cases of divorce) ; Bruce 
Transfer Co. v. Johnston, 287 N. W. 278 (Iowa 1939) (railroad stat- 
ute applied to trucks and trailers) ; Pellish Bros. v. Cooper, 47 Wyo. 
480, 38 P. (2d) 607 (1934) (statute exempting tools and stock in 
trade applied to automobile used as a taxicab). This rule of inter- 
pretation has been extended to criminal cases. A statute prohibited 
the use of instruments for making liquor, and enumerated “any uten- 
sil, contrivance, machine, preparation, compound, tablet, substance. 
formula, direction or recipe advertised . . .; a bootlegger’s outfit: 
ting equipment such as bottles, corks and labels was held to be with- 
in its scope. United States v. Fietler, 34 F. (2d) 30 (C. C. A. 3d 
1929). State v. Butler, 42 N. M. 271, 76 P. (2d) 1149 (1938) (gen- 
eral lottery statute applied to baseball lottery); Scidenbender v. 
Charles, 8 Serg. and R. 151, 8 Am. Dec. 151 (Pa. 1818) (general 
lottery statute applied to scheme of selling tract of land where price 
of lots determined by chance). The foregoing may seem to conflict 
with the well-fortified rule of strict interpretation of criminal statutes, 
the extreme of which was reached when the Supreme Court refused 
to class a stolen airplane as a motor vehicle, under the National Mo- 
tor Vehicle Theft Act which defined a motor vehicle as “. . . an 
automobile, automobile truck, automobile wagon, motorcycle, or any 
other self-propelled vehicle not designed for running on rails.” Mc- 
Boyle v. United States, 283 U. S. 25, 51 Sup. Ct. 340, 75 L. ed. 816 
(1931) ; People v. Phyfe, 136 N. Y. 554, 32 N. E. 978 (1893). The 

[ 234] 
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modern tendency, however, seems to be away from this rule, and over 
one fourth of the state legislatures have expressly repudiated it. Note 
(1934), 32 Micu. L. Rev. 976. The rule of interpretation first dealt 
with seems to be the more healthy of the two at the present time. Any 
argument that this interpretation of the statute makes it ex post facto 
is precluded by the holding that section ten of Article one of the Con- 
STITUTION is a restraint on legislative power and not on construction 
of statutes by the courts. Ross v. State of Oregon, 227 U. S. 150, 33 
Sup. Ct. 220, 57 L. ed. 458 (1913). “Courts in interpreting statutes 
declare what the law has been as well as what it is.” Brandeis, J., in 
Brinkerhoff-Faris Co. v. Hill, 281 U. S. 673, 681, n. 8, 50 Sup. Ct. 
443, 74 L. ed. 1086 (1929). The Court seems to have extended the 
statute to include a use of passports not actually contemplated by Con- 
gress, but the interpretation is one that does no violence to the act, 
and one which appears to come within its “scope and purview.” 
H. J. W. 


Lasor LAw—COoNSTITUTIONAL LAw—POWER OF A STATE TO 
PROSCRIBE AND Limit RIGHT TO PickEeT.—C. 2, Oregon Laws, 1939, 
enacted by initiative, limits the right to picket by making enjoinable 
and criminal all picketing in the absence of a “labor dispute,” which 
is defined as a bona fide controversy over wages, hours, and working 
conditions between an employer and the majority of his employees. 
The statute also prohibits obstructions and interference with market- 
ing of agricultural products and molestation and hindrance of strike 
breakers, and lays union books and finances open to public inspection 
to guard against “unlawful” use of union funds. All trade unions in 
Oregon brought an action to enjoin enforcement of the statute under 
the Declaratory Judgment Act, tit. II, c. XIV, Oregon Code, 1930. 
The lower court upheld the validity of the statute. Held, that the 
statute is unconstitutional, save as to sec. 4 which lays union books 
open to inspection, as to which section no justiciable controversy was 
presented. American Federation of Labor v. Bain, decided October 
25, 1940, Supreme Court of Oregon. 

The freedom of speech and press guaranteed by the first amendment 
from federal intervention is among those liberties guaranteed by the 
Fourteenth Amendment from abridgment by a state. Thornhill v. 
State, 310 U. S. 88, 60 Sup. Ct. 736, 84 L. ed. 668 (1940) ; Carlson 
v. California, 310 U. S. 106, 60 Sup. Ct. 746, 84 L. ed. 668 (1940) ; 
Lovell v. Griffin, 303 U. S. 444, 54 Sup. Ct. 666, 82 L. ed. 949 
(1939) ; Hague v. C. I. O., 307 U. S. 496, 59 Sup. Ct. 954, 83 L. ed. 
1423 (1940) ; Schneider v. State, 308 U. S. 147, 60 Sup. Ct. 146, 84 
L. ed. 115 (1940); Cantwell v. Connecticut, 310 U. S. 296, 60 Sup. 
Ct. 900, 84 L. ed. (adv. op.) 836 (1940). 

Picketing is an exercise of free speech. Thornhill v. State, supra; 
Carlson v. California, supra. See (1940) 9 Geo. Wasu. L. Rev. 185. 

People v. Harris, 104 Colo. 273, 91 P. (2d) 989 (1939); Reno v. 
Second Judicial District, 95 P. (2d) 994 (Nev. 1940) ; Senn v. Tile 
Layers Union, 301 U. S. 468, 57 Sup. Ct. 851, 81 L. ed. 1229 (1937). 

Statutes purporting to limit freedom of speech and of the press may 
be tested on their face. Thornhill v. Alabama, supra; Carlson v. 
State, supra. 

8 
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Statutes limiting freedom of discussion must be narrowly drawn 
to combat specific and imminent dangers. Thornhill v. Alabama, 
supra, Carlson v. State, supra; Schenk v. U. S. 249 U. S. 47, 39 
Sup. Ct. 247, 63 L. ed. 470 (1919); Herndon v. Lowry, 301 U. S. 
243, 57 Sup. Ct. 732, 81 L. ed. 1066 (1937). 

Dangers of violence and mass picketing do not justify a statute de- 
priving citizens of freedom of speech. People v. Gidaly, 35 Cal. App. 
(2d) 758, 93 P. (2d) 660 (1939); Thornhill v. pt othe supra, 
Carlson v. State, supra. 

If the majority of employees has the right to picket, a minority has 
the same right, Exchange Bakery v. Rifkin, 245 N. Y. 260, 157 N. E. 
130 (1927) ; Senn v. Tile Layers Union, supra. 

Freedom of speech never justifies malicious or imminently danger- 
ous words. Schenk v. U. S., supra; Wallace v. International Asso- 
ciation, 155 Ore. 652, 63 P. (2d) 1090 (1936); Gompers v. Buck 
Stove Co., 221 U. S. 418, 31 Sup. Ct. 492, 55 L. ed. 797 (1911). 

Mere difference of opinion as to constitutionality of a statute does 
not justify judicial inquiry in absence of a justiciable controversy. 
Oregon Manufacturers v. White, 159 Ore. 99, 78 P. (2d) 572 (1938). 

State may regulate conduct of labor disputes under police power 
when such regulation does not sweepingly ban all freedom of speech. 
Thornhill vy. Alabama, supra; Carlson v. State, supra; American 
Steel Foundaries v. Tri-City Council, 257 U. S. 184, 42 Sup. Ct. 72, 
66 L. ed. 189 (1921). W. K. S. 


PATENTS—APPEAL AND ERROR—RIGHT OF WINNING ParTy TO 
AprpEAL—EFFECT OF DECREE OF VALID But Not INFRINGED.—Pe- 
titioner, in the District Court, had interposed the usual defenses of 
non-infringement and invalidity in a suit for infringement of two 
claims of a patent. The decree of the District Court held one of the 
claims invalid, and the other valid but not infringed, 23 F. Supp. 920, 
37 U. S. P. Q. 178 (S. D. N. Y. 1938). The Court of Appeals dis- 
missed petitioners appeal on the ground that since the litigation had 
terminated in their favor, they were entitled to no relief, 100 F. (2d) 
403, 30 U. S. P. QO. 509 (C. C. A. 2d, 1938). Certiorari was granted 
by the Supreme Court, because of conflict of decision between this 
case and the decision of the Court of Appeals for the Ninth Circuit in 
Oliver-Sherwood Co. v. Patterson Ballagh Co., 95 F. (2d) 70, 37 
U. S. P. O. 844 (1938), cert. den. 304 U. S. 573, 58 Sup. Ct. 1042, 82 
L. ed. 1537 (1938). Held, that the portion of the decree holding one 
of the claims valid was an adjudication of one of the issues litigated, 
and though immaterial to the disposition of the case, petitioner was 
entitled to have that portion of the decree eliminated. Electrical Fit- 
tings Co. v. Thomas & Betts Co., 307 U. S. 241, 59 Sup. Ct. 860, 83 
L. ed. 1263, 41 U. S. P. Q. 556 (1939). 

One may not appeal from a judgment order or decree in his favor 
by which he is not injuriously affected. Lindheimer v. Illinois Bell 
Telephone Co., 292 U. S. 151, 54 Sup. Ct. 658, 78 L. ed. 1182 (1934) ; 
Williams v. Breitung, 216 Ill. 299, 74 N. E. 1060, 3 Ann. Cas. 506 
(1905) ; Maddox v. Giltner, 226 Ky. 576, 11 S. W. (2d) 426 (1928) ; 
Harding v. Federal Nat. Bank, 31 F. (2d) 914 (C. C. A. Ist, 1929) ; 
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see Aberly v. Craven County, 70 F. (2d) 52, 54 (C. C. A. 4th, 1934) ; 
Farnsworth v. Hazelett, 197 lowa 1367, 199 N. W. 410, 413 (1924). 
But a party may appeal from a judgment in his favor when the court 
entering the judgment has committed some error prejudicial to him. 
Molloy v. Barkley, 219 Ky. 671, 294 S. W. 168 (1927); Lovett v. 
Lovett, 93 Fla. 611, 112 So. 768 (1927); Capron v. Van Noorden, 
2 Cranch 126, 2 L. ed. 229 (U. S. 1804); Jones v. Wight, 5 Ill. 338, 
39 Am. Dec. 417 (1843). As for example a winning party may appeal 
from a money judgment for a less amount than it ought to be. United 
States v. Dashiel, 3 Wall. 688, 18 L. ed. 268, 270 (U. S. 1866) ; 
O’Quinn v. Alston, 213 Ala. 346, 104 So. 653, 39 A. L. R. 1263 
(1925); Rider v. Gray, 10 Md. 282, 69 Am. Dec. 135 (1856). 


The effect of this type of decree in patent litigation and the rights 
and duties imposed by it upon the parties has caused confusion. From 
a decree like that in the principal case, it has been held that where 
plaintiff appealed, the question of validity could be reviewed even 
though no cross appeal was filed on the ground that the defendant 
was in no position to appeal. Ottenheimer Bros. Inc. v. Libuwitz, 
74 F. (2d) 858 (C. C. A. 4th, 1935). In view of the decision in 
the principal case, it would seem advisable where the lower court 
found patent claims not infringed, not to pass on the validity of such 
claims. Automatic Arc Welding Co. v. A. O. Smith Corp., 60 F. 
(2d) 659, 660, 14 U. S. P. Q. 127 (C .C. A. 7th, 1932) ; American 
Can Co. v. M. J. B. Co., 59 F. (2d) 77, 78, 13 U. S. P. Q. 252 (C, C. 
A. 3d, 1932) ; Hollzer-Caboth Electric Co. vy. Standard Electric Time 
Co., 28 F. Supp. 58, 62, 41 U. S. P. Q. 767 (Mass. 1939) ; Sturgis v. 
Franklin Ou Heating Inc., 26 F. Supp. 628, 632, 40 U. S. P. Q. 291 
(S. D. Ohio 1939) ; Larson v. Dragoo, 41 U. S. P. Q. 660, 661 (W. 
D. Tex. 1939). While this would deprive the appeal court of the 
benefit of the district court’s decision as to validity, and might in some 
cases, where the decree of non-infringement were reversed, require 
a new trial, the appeal court could, where the record were available, 
itself decide the question of validity. Herman Body v. St. Louis 
Body, 46 F. (2d) 879, 8 U. S. P. Q. 182 (C. C. A. 8th, 1931); see 
Kool Kooshion Mfg. Co. v. Mitchell Mfg. Co., 102 F. (2d) 37, 40 
U. S. P. Q. 585, 586 (C. C. A. 8th, 1939). 

Although the decisions in the principal case and in Cords v. Coil 
Mfg. Co., 97 F. (2d) 68, 38 U. S. P. Q. 14 (C. C. A. 9th, 1938), 
give the Circuit Courts of Appeal authority to strike the holding of 
validity from the decree, the defendant should not be put to the un- 
necessary burden of taking an appeal on a point unessential to the 
disposition of the suit. a 5. 


PATENTS—SUBJECT MATTER FOR PATENT MoONoOPOLY—PATENT- 
ABILITY OF Uses.—Plaintiff brought suit to obtain certain claims 
covering the use of an isomeric composition of a rubber derivative 
as an adhesive for bonding abrasive material to a surface forming 
base, and certain other claims to the finished abrasive article, in 
which the abrasive was bonded with the new adhesive for this pur- 
pose. Held, that plaintiff was entitled to all the claims since plain- 
tiff’s assignor was the first one who discovered that the compositions 
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defined in the claims have properties which make them especially 
advantageous as a bond in abrasive articles. Minnesota Mining & 
Manufacturing Company v. Coe, 45 U. S. P. Q. 209 (D. C. 1940). 

The case is of interest as an indication of a tendency of the Dis- 
trict Court for the District of Columbia to allow use claims to the 
discoverer of a new use in contradistinction to the position taken by 
the Court of Customs and Patent Appeals as shown in the recent 
cases. In re Newton and Grettie, 96 F. (2d) 291, 37 U. S. P. Q. 
541 (1938); In re King, 107 F. (2d) 618, 43 U. S. P. Q. 400 
(1939) ; In re Parker, 107 F. (2d) 612, 43 U. S. P. Q. 457 (1939) ; 
In re Lewis, 108 F. (2d) 248, 44 U.S. P. Q. 76 (1939). Although 
in the principal case the article claims granted probably offered ade- 
quate protection, rendering the use claims unnecessary, the decision 
offers hope that such claims may still be obtainable, at least until the 
question has been definitely settled by the Supreme Court. For fur- 
ther discussion on the patentability of use claims see (1940) 9 Gero. 
Wasa. L. Rev. 208. 


Pusiic UTILITIES—J URISDICTION OF STATE PuBLic SERVICE Com- 
MISSION TO REGULATE NON-PROFIT ELECTRIC MEMBERSHIP CoRP.— 
A non-profit membership corporation was organized under Utah 
statutes to generate and transmit electric energy to its members only. 
It secured a Federal R. E. A. loan, obtained necessary town franchises 
and rights-of-way, and applied to the State Public Service Commis- 
sion for exemption from obtaining a Certificate of Public Convenience 
and Necessity required of public utilities. The statutory powers of 
the Commission included supervision and regulation over every “pub- 
lic utility in this state.” By statute, “the term ‘public utility’ includes 
every . . . electric corporation . . . where the service is performed 
for . . . the public generally.” After the Commission issued an order 
in which it assumed jurisdiction over the electric membership corpora- 
tion, the latter obtained a writ of certiorari from the Supreme Court 
of Utah to review that determination. Held, that the electric member- 
ship corporation in serving its members only does not serve the public, 
and is not a public utility within the jurisdiction of the Public Service 
Commission. Garkane Power Company, Inc. v. State P. S. C. of 
Utah, 100 P. (2d) 571 (Utah 1940). 


Under the “due process” clause of the Fourteenth Amendment, 
there must be public interest in the use of private property to warrant 
regulation by the states over business enterprises carried on with 
such private property. Munn v. Illinois, 94 U. S. 113, 24 L. ed. 77 
(1877). The requisite degree of public interest must exist in fact, 
and a private business cannot be made subject to regulation as a public 
utility by mere legislative enactment. Mich. P. U. C. v. Duke, 266 
U. S. 570, 45 Sup. Ct. 191, 69 L. ed. 445 (1925). Judicial review is 
available on a legislative finding that a business is subject to regula- 
tion as a public utility. Wolff Packing Co. v. Court of Industrial 
Relations, 262 U. S. 522, 43 Sup. Ct. 630, 67 L. ed 1103 (1923) and 
Tyson and Bro. v. Banton, 273 U. S. 418, 47 Sup. Ct. 426, 71 L. ed. 
718 (1923). But legislative findings are entitled to great respect. 
Block v. Hirsh, 256 U. S. 135, 41 Sup. Ct. 458, 65 L. ed. 865 (1921). 
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Notwithstanding the constitutional prerequisite of public interest 
for regulation of business enterprises as public utilitics, the cases 
concerning the jurisdiction of public service commissions over co- 
Operative electric and telephone companies have turned largely, like 
the principal case, on interpretation of statutes defining the powers of 
the commissions. It is a widely established rule of statutory construc- 
tion that the powers of regulatory bodies are limited to those granted 
expressly or by clear implication. Except in states where public 
service commission jurisdiction over electric cooperatives is expressly 
conferred or barred, jurisdiction is likely to turn on whether electric 
cooperatives come within the definition of such terms as “public serv- 
ice corporations,” “public use,” “public service,” or operation of an 
electric plant “for hire” or “for compensation” which appear fre- 
quently in the statutes defining the scope of commission jurisdiction. 
Mere number of consumers or size of the enterprise do not govern 
its status as a public utility. Cawker v. Meyer, 147 Wis. 320, 133 
N. W. 157 (1911) and Dairymen’s Co-op Sales Assn. v. P. S. C., 
318 Pa. 381, 177 Atl. 770 (1935). 

The most important factor in determining the public character of a 
cooperative enterprise appears to be whether it serves members only, 
or serves non-members in addition, the latter usually furnishing 
ground for regulation. State ex rel. v. Trego County Co-op Tel. Co., 
112 Kan. 701, 212 Pac. 902 (1923) and Gilman v. Somerset Farmers’ 
Co-op Tel. Co., 129 Me. 243, 151 Atl. 440 (1930). But service to 
non-members on a limited basis has been held not to make the co- 
Operative a public utility. Hinds County Water Co. v. Scanlon, 159 
Miss. 757, 132 So. 567 (1931). 

Since the electric codperative in the principal case and in Inland 
Empire Rural Electrification, Inc. v. Dept. of Pub. Ser. of Wash., 92 
P. (2d) 258 (1939), which it closely followed, did not fall within the 
types of business over which the statutes conferred jurisdiction on 
the respective public service commissions, it was not necessary to in- 
quire into an interesting constitutional question suggested by State ex 
rel. Danciger & Co. v. Pub. Ser. Comm. of Mo., 275 Mo. 483, 205 
S. W. 36 (1918), where the court ruled that the Missouri statute 
which conferred jurisdiction over every “electric corporation” must be 
understood to imply “for public use” since the constitutional requisite 
for regulation would otherwise be lacking. 

On this subject generally see Packel, Commission Jurisdiction of 
Utility Codperative (1937), 35 Micn. L. Rev. 411. cc & 









TAXATION — ADMINISTRATIVE LAW — UNCONSTITUTIONALITY OF 
Tax Act Neep Not Be LITIGATED AT ADMINISTRATIVE HEARING.— 
Panitz and Company, a Maryland concern, in accordance with the 
statute involving the District of Columbia business privilege tax, 
50 Stat. 673, 688 (1937), secured a_ District license and 
filed a return reporting their annual sales. The company 
failed to pay the tax plus a penalty and was told to be repre- 
sented before the Assessor and show cause why its license should not 
be revoked. On the day before the scheduled hearing a check was 
mailed covering the tax and penalty, the company stating payment 
was made in protest to avoid revocation of the business license. No 
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appearance was made at the hearing. Under Sec. 6, Title IX of the 
Revenue Act of 1937, 52 Stat. 356, 374 (1937), 20 D. C. Code, Supp. 
V §976 (1939), providing for suits at law for recovery of taxes paid 
involuntarily, petition was made to the Board of Tax Appeals for 
refund on the assertion that the levy was unconstitutional. The Board 
dismissed the petition for want of jurisdiction stating that having 
paid the tax without appearing at the Assessor’s hearing the petition- 
ers had failed to exhaust their administrative remedy; there was no 
involuntary payment, and consequently the validity of the tax could 
not now be challenged. 

On appeal to the U. S. Court of Appeals for the District of Colum- 
bia it was argued that payment was involuntary since it was a req- 
uisite to the company’s remaining in business—there being a possible 
fine of $1,000 a day for engaging in trade after revocation of the 
license. Held, inasmuch as the Assessor had no power to determine the 
constitutionality of the tax contested, it was not necessary for peti- 
tioners to exhaust their administrative remedy before seeking a re- 
fund in an action at law. Panitz v. District of Columbia, 112 F. (2d) 
39 (App. D. C. 1940). 

The court recognized that it was “elementary that one is re- 
quired in tax procedure to exhaust the administrative remedies.” 
Had the Assessor power to give judgment on the basis of 
petitioner’s objection—the unconstitutionality of the tax act—no 
suit for refund could have been entertained without first proceeding 
through the administrative process. First National Bank of Greeley 
v. Board of County Commissioners of the County of Weld, 264 U. S. 
450, 46 Sup. Ct. 358, 68 L. ed. 785 (1924); Board of Directors of 
St. Francis Levee District v. St. Louis-San Francisco Ry. Co., 74 F. 
(2d) 183 (C. C. A. 8th, 1934) (radio license); Red River Broad- 
casting Co. v. Federal Communications Commission, 98 F. (2d) 282, 
284 (App. D. C. 1938) (National Labor Board Hearing); Myers 
v. Bethlehem Shipbuilding Corp., 303 U. S. 41, 58 Sup. Ct. 459, 82 
L. ed. 638 (1938) ; Farncomb v. Denver, 252 U. S. 7, 10, 40 Sup. 
Ct. 271, 273, 64 L. ed. 424 (1920) (this case, however, held that since 
the constitutionality of the provision challenged had already been 
decided favorably by the state court of last resort and affirmed by the 
Supreme Court it could not again be raised—whereas the principal 
case determined that although the Act had twice before been chal- 
lenged and sustained it could not be assumed that the petitioners did 
not have new or different grounds of constitutional objection) ; 
Anniston Manufacturing Co. v. Davis, 301 U. S. 337, 343, 57 Sup. 
Ct. 816, 819, 81 L. ed. 1143 (1937) (holding that if “the authorized 
proceeding affords a fair and adequate remedy” full administrative 
relief must be sought before resort to the judiciary even where the 
tax (A. A. A.) had been declared invalid). 

Although R. S. § 3224 (1875) provides that “No suit for the pur- 
pose of restraining the assessment or collection of any tax shall be 
maintained in any court,” it has been held that an injunction is a proper 
relief from an assessment made upon unconstitutional principles. Fargo 
v. Hart, 193 U. S. 490, 24 Sup. Ct. 498, 48 L. ed. 761 (1904). See 
(1935) 49 Harv. L. Rev. 109. State tax laws do not enjoy the 
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immunity granted by R. S. 3224, but the same result has been reached 
by application of general equity rules. Wallace v. Hines, 253 U. S. 
66, 40 Sup. Ct. 435, 64 L. ed. 728 (1920); Lee v. Bickel, 292 U. S. 
415, 54 Sup. Ct. 727, 78 L. ed. 1337 (1934); see also Dawson v. 
Kentucky Distilleries, 255 U. S. 288, 41 Sup. Ct. 81, 65 L. ed. 638 
(1920). The mere unconstitutionality or alleged constitutional invalid- 
ity of a tax, however, does not give equity jurisdiction to enjoin its as- 
sessment or restrain its collection. Dodge v. Osborn, 240 U. S. 118, 36 
Sup. Ct. 275, 60 L. ed. 557 (1916) (income) ; Shelton v. Platt, 139 U. 
S. 591, 11 Sup. Ct. 646, 35 L. ed. 273 (1891) (property). Accordingly 
it has been declared that injunctive relief against a particular tax will 
not be granted until the prescribed administrative remedy has been 
pursued to the utmost. Pittsburgh Railway v. Board of Public 
Works, 172 U. S. 32, 44, 19 Sup. Ct. 90, 43 L. ed. 354 (1898) ; 
Prentis v. Atlantic Coast Line Co., 211 U. S. 210, 29 Sup. Ct. 67, 
53 L. ed. 150 (1908) ; Hegeman Farms Corp. v. Baldwin, 293 U. S. 
163, 55 Sup. Ct. 7, 79 L. ed. 259 (1934). Cf. Farncomb v. Denver, 
supra; Milheim v. Moffat Tunnel District, 262 U.S. 710, 43 Sup. Ct. 
694, 67 L. ed. 1194 (1923); and Pacific Tel. and Tel. Co. v. Seattle, 
291 U. S. 300, 54 Sup. Ct. 383, 78 L. ed. 810 (1934). 


The same rule has been held applicable to suits at law as well as 
in equity. Cf. First National Bank of Fargo v. Board of County Com- 
missioners, supra and Anniston Mfg. Co. v. Davis, supra. 

In each of the above cases, supra, involving constitutional objec- 
tions to the tax in question the courts held that the administrative 
remedies must be exhausted before resort to either law or equity. 
It is generally held that an administrative body cannot invalidate the 
enactment under which it functions. State v. Board of Equalizers, 
84 Fla. 592, 94 So. 681 (1922); Maynard v. First Representative 
District, 84 Mich. 228, 47 N. W. 756 (1890). See also (1924) 
30 A. L. R. 378. Protest of Downing, 23 P. (2d) 173, 177 (Okla. 
1933) stated a novel proposition in holding that a court of tax review 
specifically authorized “to hear and determine protests against al- 
leged illegal levies” was empowered to declare unconstitutional an 
act of the Legislature. The more prevalent rule, however, is that 
such power is reserved to the judiciary. Payne and Butler v. Provi- 
dence Gas Co., 31 R. I. 295, 77 Atl. 145 (1910); Buder v. First 
National Bank, 16 F. (2d) 990 (C. C. A. 8th, 1927); cert. den. 
274 U. S. 743, 47 Sup. Ct. 459, 71 L. ed. 1321 (1927); Southern 
Blud. R. R. v. City of New York, 86 F. (2d) 633 (C. C. A. 2d, 1936) ; 
State v. Atkinson, 136 Fla. 528, 188 So. 834, 839 (1938); State v. 
Greer, 88 Fla. 249, 251, 102 So. 739, 743 (1924). But see (1939) 
48 Yate L. J. 981. 

In Fosgate v. Kirkland, 19 F. Supp. 152, 157 (S. D. Fla. 1937) 
the court announced a significant principle in declaring that the Secre- 
tary of Agriculture, having no jurisdiction or authority to determine 
questions of law—the constitutionality of the marketing agreement 
provisions of the Agricultural Adjustment Act, (7 U. S. C. § 601 
(1934) et seq.) plaintiffs could proceed directly into equity to enjoin 
enforcement of the Act without pursuing the administrative remedies. 
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The principal case in refusing to apply the general rule, supra, ex- 
tends the doctrine of the Fosgate case to suits at law and holds that 
the Assessor with no semblance of power to hear constitutional issues 
could render no valid judgment on petitioners’ objection, hence a suit 
for refund would directly lie without previous administrative hearing. 


It is submitted that the trend given impetus by the principal case 
is commendable and deserving of greater support. To require tax 
contestants to proceed throughout the entirety of administrative ma- 
chinery on a defense or objection that can only be properly heard and 
adjudicated before the judiciary presents the spectacle of undue 
obeisance to ill-fitting precedent. M. K. G. 


TRADE REGULATION—PRICE FIx1ING—COoNSTITUTIONAL LAaw— 
Ticket Scatpinc.—A New York statute, Cahill’s Cons. Laws, 1940 
Supp., General Business Law, § 169-c, after reciting the public inter- 
est in admission charges to theatres and other public exhibitions and 
a legislative purpose to guard against exaction of oppressive prices by 
ticket brokers, prohibited brokers from reselling for more than $0.75 
over the original price, which the theatre owner was required to print 
on the face of the ticket. Plaintiff, a licensed ticket broker, applied for 
a temporary injunction to restrain the New York City Police Com- 
missioner from enforcing the Act, alleging that an identical statute 
was held unconstitutional in Tyson v. Banton, 273 U. S. 418, 47 Sup. 
Ct. 426, 71 L. ed. 718 (1927), on the ground that it violated the due 
process clause in the Fourteenth Amendment. Held, that as later 
Supreme Court decisions show that it has adopted different criteria by 
which to test legislative price fixing the injunction should be denied. 
Kelly-Sullivan, Inc. v. Moss, 22 N. Y. S. (2d) 491 (1940). 

Other legislatures have also attempted to regulate ticket scalping. 
Illinois, Smith-Hurd Rev. Stat. 1933, c. 38, §§ 550-a, 550-c (absolute 
prohibition of sale at an advance) ; Indiana, Burns Ann. Stat. 1933, 
§§ 10-4913, 10-4914 (prohibition of resale at more or less than price 
at “regularly authorized place of sale”) ; Minnesota, Mason’s Minn. 
Stat., 1927, §§ 10535, 10536 (absolute prohibition of sale at increase) ; 
Michigan, Ann. Stat., 1938, §§ 28.719-20 (unique in forbidding the 
use of premises or of public streets or thoroughfares (in the resale of 
tickets at an advanced price) ; Massachusetts, General Laws, c. 140, 
§ 185-d (license required and $0.50 limit on resale price). But these 
statutes have fared badly in the courts. People v. Steele, 231 Ill. 340, 
83 N. E. 236 (1907) (holding invalid an absolute prohibition on re- 
sale at an advance) ; Ex parte Quarg, 149 Cal. 79, 84 Pac. 766 (1906) 
(holding invalid a California statute absolutely prohibiting resale at 
an advance) ; People v. Newman, 109 Misc. 622, 180 N. Y. Supp. 892 
(1919) (holding invalid a statute prohibiting resale at an advance). 
The Massachusetts statute was upheld in an advisory opinion, stating 
that, in Massachusetts at least, the theatre was a business operated 
only by special privilege or at least a business which was among the 
callings historically regulated. Jn re Opinion of the Justices, 247 
Mass. 589, 143 N. E. 808 (1924). Although the other statutes men- 
tioned are still in force, their validity has not been tested in any ap- 
pellate court, , 
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Prohibitions against ticket scalping have come under the more 
general judicial disapproval of legislative price fixing. The doctrine 
which the New York Court believes the Supreme Court has now 
abandoned is generally traced to a case in which an Illinois statute 
fixing rates to be charged by public grain elevators was upheld. 
Munn. v. Illinois, 94 U. S. 113, 24 L. ed. 77 (1876). The Court said 
the business was “affected with a public interest,’ a phrase used by 
Lord Hale in 1670 in discussing the common law duty to charge 
reasonable prices imposed on owners of cranes and wharves to which 
all must come. Subsequently, the Supreme Court approved fixing 
of rates charged by grain elevators though there was no monopoly, 
Brass v. North Dakota, 153 U. S. 391, 14 Sup. Ct. 857, 38 L. ed. 
757 (1894), and fire insurance premiums, German Alliance Ins. Co. 
v. Lewis, 233 U. S. 389, 34 Sup. Ct. 612, 58 L. ed. 1011, L. R. A. 
1915C, 1189 (1914), as both of these businesses were said to be 
“affected with a public interest.” Federal and state “freezing” of 
rents during the war period was upheld as emergency legislation. 
Block v. Hirsh, 256 U. S. 135, 41 Sup. Ct. 458, 65 L. ed. 865 (1921) ; 
Marcus Brown Holding Co. v. Feldman, 256 U. S. 170, 41 Sup. Ct. 
465, 65 L. ed. 877, (1921). Later the category tended to close, as the 
Court, failing to find any “affectation with a public interest,”’ held 
invalid statutes regulating wages in the meat packing industry, Wolff 
v. Kansas Industrial Court, 267 U. S. 552, 45 Sup. Ct. 441, 69 L. ed. 
785 (1923) ; fixing fees for employment agencies, Ribnik v. McBride, 
277 U. S. 350, 48 Sup. Ct. 545, 72 L. ed. 913, 56 A. L. R. 1327 
(1928) ; fixing gasoline prices, Williams v. Standard Oil, 278 U. S. 
235, 49 Sup. Ct. 115, 73 L. ed. 287, 60 A. L. R. 596 (1928); and 
making the ice industry subject to rate control, New State Ice Co. 
v. Liebmann, 285 U. S. 262, 52 Sup. Ct. 371, 76 L. ed. 747 (1932). 
Dissents by Stone (Tyson v. Banton, supra) and Brandeis (New 
State Ice Co. v. Liebmann, supra), insisted that price regulation was 
not per se denial of due process, that there was no “closed category 
of business affected with a public interest,” and that the proper ju- 
dicial approach was to ask whether the legislature was seeking to 
correct evils in a field of sufficient importance to be of concern to the 
community at large and whether the regulation adopted was reason- 
able and not arbitrary or capricious, and was relevant to the end 
sought to be served. This approach prevailed in 1934 when the Court 
upheld a New York statute fixing minimum milk prices, Nebbia v. 
New York, 291 U. S. 502, 54 Sup. Ct. 505, 78 L. ed. 940 (1934). 
No reliance was placed on “affectation with a public interest” nor on 
emergency, although both factors were present. It is upon this case 
that the New York court now relies. That the Supreme Court has 
changed its approach was confirmed in approval of fair trade acts, 
which are analogous in requiring a dealer to observe minimum resale 
prices fixed in contracts to which he was not a party, Old Dearborn 
Distributing Co. v. Seagram Distillers Corp., 299 U. S. 183, 57 Sup. 
Ct. 139, 81 L. ed. 109, 106 A. L. R. 1476 (1936); U.S. v. Rock 
Royal Co6p., 307 U. S. 533, 59 Sup. Ct. 993, 83 L. ed. 1446 (Federal 
milk price fixing) (1939); West Coast Hotel Co. v. Parrish, 300 
U. S. 379, 57 Sup. Ct. 578, 81 L. ed. 703 (1937) ; (minimum wages) 
Townsend v. Yoemans, 301 U. S. 441, 57 Sup. Ct. 842, 81 L. ed. 
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1210 (1937) (state regulation of tobacco warehouse charges). The 
Supreme Court also reversed a temporary injunction against fixing 
minimum prices to be paid citrus producers. Mayo v. Canning Co., 
309 U. S. 310, 60 Sup. Ct. 517, 84 L. ed. 481 (1940). The trend 
shows a waning belief in the efficacy of free competition as a universal 
regulator of social well-being through the medium of price, and it is 
now generally believed that legislative price fixing is desirable when it 
is a “reasonable means to a desirable end.” 

The court’s prediction that the Supreme Court would decide Tyson 
v. Banton differently today seems well founded. A simpler explana- 
tion than changing economic concepts may be drawn from an ob- 
servation made ten years ago, “A slight change in the personnel of 
the Court is sufficient to swing future cases one way or another.” 
Breck P. McAllister, Lord Hale and Business Affected with a 
Public Interest, (1930) 43 Harv. L. Rev. 759, 789. }. P. B. 
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BOOK REVIEWS 


INTERFERENCE LAW AND Practice. By Charles W. Rivise and A. 
D. Carsar. Charlottesville, Va.: The Michie Company. 1940. 
794 pages. Price: $8.00. 


Interference practice in the Patent Office has long been recognized 
as involved and technical. Concerned as it is with determining the 
substantive rights dependent on priority of invention, and predicated 
on a procedure that finds no close precedent in other branches of the 
law, an interference requires in its prosecution full appreciation of 
particular rules of law that have grown up around what proof is re- 
quired to establish priority of inventorship and particular rules of pro- 
cedure that have been formulated by the Patent Office to govern the 
time and manner for testing issues that may be involved. Accord- 
ingly a convenient text that may provide a guide to the practice and 
the precedents in the conduct of interferences is a highly desirable 
addition to Patent Law Texts. 

Such a text is the purpose of INTERFERENCE LAW AND PRACTICE 
by Cartes W. RiviseE and A. D. Caesar, Volume I of which has 
now been published. 

So far as practice is concerned this volume covers only the initial 
stages of the interference, and until Volume II is published it is pre- 
mature to consider the sufficiency with which the practice has been 
covered. It covers the early stages adequately. 

As a text on precedents concerned with the substantive phases of 
interference law as those involved in the proof of conception and re- 
duction to practice, what constitutes diligence, etc., it is to be com- 
mended. Numerous cases are assembled under informative topics and 
indicate the weight of authority, and as they are accompanied by brief 
statements of fact and pertinent quotations they truly facilitate an un- 
derstanding of the matter under discussion. 

The work shows painstaking investigation of the decisions and dis- 
crimination in their selection and classification. As a desk book to 
provide general information and a lead to the law as expounded and 
applied in representative cases this book serves a need not satisfied 
by other recent texts. Loyp H. Sutton.* 


THE DEVELOPMENTS OF CONGRESSIONAL INVESTIGATING PowER. By 
M. Nelson McGeary. New York: Columbia University Press. 
1940. 172 pp. Price: $2.25. 


The much publicized but little understood power of Congress to in- 
vestigate both private persons and public departments has been dis- 
passionately examined in this timely book. From the point of view 
of a lawyer the book would be more interesting and helpful if the 
cases dealing with the related powers of investigation of the inde- 
pendent agencies of the Federal government had been more exten- 


* Member of the District of Columbia Bar. 
[ 245 ] 
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sively presented and analyzed. Nonetheless, the treatment from the 
political science aspect is very helpful and informative. 

The opening chapters set forth a definite thesis which the author 
has evolved and if, as he admits, the decided cases do not as yet sup- 
port him in the entirety, his argument is very persuasive and may 
well be the guide for courts faced with the novel questions he has dis- 
covered. He divides the investigations into four main headings: (1) 
Investigations to Assist Congress in Legislating; (2) Supervisory 
Investigations; (3) Informing Investigations; (4) Membership In- 
vestigations. The first deals with the accumulation of information to 
assist the Congress in determining what new legislation is required. 
The second is, in a sense, a continuation of the first, in that it is to 
inform Congress how well earlier legislation is working. The third 
has been perhaps the basis of most of the recent investigations. Its 
purpose is to create a national sounding board to make the public 
aware of the existence of dangerous social and legislative conditions, 
which otherwise would be known only to a few experts and insiders. 
Thus a public opinion is created which will support the administration 
in its attempts to pass remedial legislation. The fourth type of inves- 
tigation concerns the rights of each House of Congress to pass upon 
the qualifications of persons seeking to take their seats as members 
of the group by reason of popular election. 


It is the third purpose which is perhaps the one most subject to 
abuse in the hands of political careerists. On the other hand it is 
without doubt the most effective method of calling the attention of 
the nation to the existence of social and. political evils, and in the 
hands of men of integrity will achieve the most fruitful results. The 
legislation of recent Congresses dealing with the abuses in the financial 
and public utility domains stemmed directly from the sensational in- 
vestigations conducted by Mr. Pecora, at great personal sacrifice of 
time and money. He later, however, has been appointed to important 
public positions. 

The case material almost exclusively contemplates only purposes 
(1), (2) and (4) outlined above. It is probably only on a question 
of personal privilege that purpose (3) could be tested. Such tests are 
unlikely to happen owing to the very broad language of the statute 
protecting witnesses against prosecutions concerning any matters on 
which they may testify. Then again, the doctrine of “legislative pur- 
pose” is so vague that any reasonable man could combine purposes 
(1) and (3) in such a manner as to defy judicial separation. 


The material is handled in a very realistic manner throughout the 
book and the dangers of the method of investigation are fully brought 
out. One could wish, as stated at the outset, that the relationship to 
agency investigations were more fully examined on the technical side, 
particularly the cases which made the Federal Trade Commission such 
a disappointment to its creators as an agency of permanent and com- 
pulsory investigations. We cannot rely exclusively on government 
by congressional investigations, and the more extended use of the im- 
partial quasi-judicial agencies seems to be the desideratum to be more 
fully explored. 


The style of the book is agreeably simple and informative. It is 
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handsomely bound, well printed and has an extensive bibliography and 
detailed index. On these latter points it is especially gratifying to 
this reviewer. J. Forrester Davison.* 


State Law Inpex 1937-1938. Seventh Biennial Volume. Com- 
piled by the Legislative Reference Service of The Library of 
Congress. Washington, D. C.: United States Government 
Printing Office. 1940. Pp. viii, 701. Price: $1.50. 


Most necessary but also most tedious and usually unappreciated is 
the task of the indexer. He not only must be meticulous in the me- 
chanics of classifying and arranging the entries of subject matter cov- 
ered but he also must exercise substantive ingenuity in order to antici- 
pate all the searcher’s ideas of subject classification. Even so, he 
must be prepared to be blamed for the searcher’s own lack of basic 
knowledge of the subject or lack of imagination which frequently is 
responsible for the apparent failure of the index to afford the desired 
“open sesame” to information adequately covered. 

The appearance of the seventh biennial volume of the State Law 
Index is both gratifying and irritating. It is encouraging to note that 
this project still continues and that searchers are afforded a key to 
two more years of state and territorial session laws. The pleasant 
reaction wanes, however, when it is noted that the volume appearing at 
the close of 1940 covers the biennium 1937-1938. We have been 
spoiled, perhaps, by the speed of commercial reporting services which, 
in keeping with the mad pace of the times, rush materials to the hands 
of the subscriber with the haste of a race against death itself. 

The contrast of the leisurely appearance of this worthwhile volume 
is no reflection upon those responsible for its preparation. More 
timely appearance can only be attained with adequate facilities and ap- 
propriations which unfortunately do not seem to be available. 

The set of which this volume is a part now indexes 576 volumes of 
state session laws from 1925 to 1938 inclusive. The seventh volume 
covers 56 regular sessions and 39 extra sessions of state and terri- 
torial legislatures. In these sessions 24,039 acts and resolutions were 
adopted, 11,434 of which this volume classifies as permanent, general 
law. 

Under the topic Rehabilitation have been entered fourteen pages of 
references to temporary or emergency measures subdivided into Bank- 
ing, Investments, etc.—Economics—Federal Funds and Projects—In- 
dustrial Control — Relief — Relief, Administrative Powers — Relief, 
Funds — Relief, of Debtors — Relief, of Taxpayers — Relief, Special 
Studies—Relief, Working Conditions—Schools—State and Munici- 
pal Finance. 

The acts and resolutions entered are cited by date, year, page and 
chapter number. Under each topic the citations are arranged alpha- 
betically by states and territories. Placing the designation of juris- 
diction in bold face type makes this entry stand out although it ap- 
pears in the center of the line with the subtopic or title of the act pre- 
ceding to the left. 





* Associate Professor of Law, The George Washington University. 
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Recognition of the importance of research into state aspects of ad- 
ministrative law is found in the helpful device of adding an asterisk to 
the citation of every act conferring power to promulgate administra- 
tive rules and regulations. 

The overemphasis in the last decade on federal legislative activity 
has frequently caused disregard of the equally important and ever- 
increasing bulk of state legislation covering shifting but constantly 
expanding spheres. Anyone who has attempted to seek out the recent 
enactments of the 48 states, not to mention territories, on any specific 
subject welcomes the appearance of any helpful tool. It is to be hoped 
that Congress will some day adequately provide for this service that 
it may be doubly useful by availability on a somewhat current basis. 


Joun A. McINTIRE.* 


* Associate Professor of Law, The George Washington University. 
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THE CONSTITUTION OF THE UNITED STATES AT THE END OF ONE 
Hunpkep AND Firty Years. By Hugh Evander Willis. 
Bloomington, Indiana: Indiana University Publications, Social 
Science Series. 1939. Pp. 72. 


This booklet containing the CONSTITUTION OF THE UNITED STATES 
as it is written and as it might be written if the decisions of the Su- 
preme Court and the customs of government were added to the orig- 
inal text, is designed to show the layman that the CoNsTITUTION in- 
volves much more than the words of the Framers; that it is a living, 
growing document, nourished by the interpretations of the Supreme 
Court. In the introduction it is pointed out that the extension of 
the CONSTITUTION involves the development of seven main doctrines 
which are: sovereignty of the people as a whole, amendability, dual 
form of government, separation of powers, supremacy of the Supreme 
Court, universal citizenship and suffrage, and the protection of per- 
sonal liberty against unreasonable social control. Some of our con- 
stitutional provisions trace their origin to events in English and early 
American history, but others were created by the Supreme Court 
itself. Nearly all have reached their present status only after passing 
through periods of advancement and retardation. Eight periods are 
indicated. Each of the latter six is represented by several prominent 
jurists whose attitudes, especially toward constitutional philosophy 
and changing economic history, determined the direction of constitu- 
tional growth. After briefly mentioning the characteristics and con- 
tributions of the leading ConstiTuTION-makers the author turns to 
the result as it stands today. Each addition to or interpretation of 
the formal text is italicized and supported by one or two references 
to Supreme Court decisions or congressional constructions. The 
annotation is simplified to an extent that the book will find favor 
as a study aid to the beginner in Constitutional Law and as a sum- 
mary for the political science student of the subject. It is scarcely 
designed to be of much practical use for the lawyer in a professional 
sense. E. E. E., Jr. 


NEw FEDERAL PROCEDURE AND THE Courts. By Alexander Holtz- 
off. Chicago: American Bar Association. 1940. viii, pp. 208. 
Price: $2.00. 


At the time of adoption of the Federal Rules of Civil Procedure 
the Attorney General’s office, having in mind the generally unsatis- 
factory results of attempts to reform procedure by statutory provi- 
sions, requested the various district attorneys and court clerks to 
report to his office all decisions of judges in their districts on ques- 
tions of procedure arising under the new rules, in order that court 
officers of all districts could be currently advised of these decisions 
without exhaustive search. The work of preparing advisory bulletins 
on the subject was handled by the author of this book, who is a 
special assistant to the Attorney General. After about fifteen months 
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of practice under the new rules the American Bar Association decided 
to publish these decisions in a single volume, and fortunately was 
able to obtain the services of Mr. Holtzoff whose work in connection 
with all decisions interpretive of the new rules makes him singu- 
larly able for the task. 


In his introduction the author gives an interesting historical sketch 
of federal procedure from 1789 down to the adoption of the latest 
rules, including a description of how the latter came into being. The 
text follows the arrangement of the rules with only slight changes to 
present the subject matter more coherently. Great convenience is ob- 
tained by printing the rules parallel to the text dealing therewith, thus 
eliminating the necessity of having two volumes for the rules and 
decisions thereon. Not only are all the decisions in point treated in 
their proper place in relation to the rules, but the author has care- 
fully coordinated them and deduced certain trends which may be 
helpful in predicting future decisions on points that have not yet 
arisen. It appears that this work is one that can be constantly en- 
larged as the field is more thoroughly covered, but the early publica- 
tion of this treatment of the subjects should aid in approaching 
uniformity in interpretation of the new rules. The work seems to be 
a comprehensive current annotation of the Federal Rules, and one 
which is certain to be useful to attorneys practicing in the Federal 
field. A complete subject index and a table of cases makes for con- 
venience in use. H. J. W. 
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